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Docket No, 102605 
PACIFIC SOUTHWEST REALTY COMPANY, 
Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DOCKET ENTRIES 
1940 
May 13—Petition received and filed. Taxpayer no- 

tified. Fee paid. 

‘* 18—Copy of petition served on General 
Counsel. 

** 13—Request for Cireuit hearing in Los An- 
geles filed by taxpayer. 5/18/40 copy 
served. 


2 Pacific Southwest Realty Co. 


1940 
Jun. 22—Answer filed by General Counsel. 
‘* 28—Copy of answer served on taxpayer. Los 
Angeles, California calendar. 
Dec. 30—Hearing set Feb. 17, 1941 in Los Angeles, 
California. 
1941 
Feb. 20—Hearimg had before Mr. Mellott on the 
merits. Submitted on stipulation of facts. 
Stipulation of facts filed at hearing. Peti- 
tioner’s brief due 3/22/41—respondent’s 
4/21/41—veply 5/6/41. 
Mar. 6—Transcript of hearing of 2/20/41 filed. 
‘< 20—Brief filed by taxpayer. 3/21/41 copy 
served. 
Apr. 21—Motion for extension to May 1, 1941 to 
file reply brief filed by General Counsel. 
4/22/41 granted. 
‘* 23—Reply brief filed by General Counsel. 
May 5—Replvy brief filed by taxpayer. 5/5/41 copy 
served. 
Oct. 17—Notice of appearance of Stuart T. Baron 
as counsel filed. 
‘¢ 24—Opinion rendered, Mellott, Div. 11. De- 
cision will be entered for the respondent. 
10/27/41 copy served. 
‘¢  -27—Decision entered, Mellott, Div. 11. 
Noy. 12—Motion for reconsideration and review by 
the entire Board, filed by taxpayer. 
‘¢ 14—Order that motion for reconsideration be 
denied entered. 
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1941 

Noy. 15—Order denying review by the Board en- 

tered. 

Dec. 26—Petition for review by U.S. Circuit Court 
of Appeals, 9th Circuit, with assignments 
of error filed by taxpayer. 

26—Proof of service filed by taxpayer. 

1942 

Jan. 21—Agreed statement of evidence filed. 

‘*  21—Agreed designation of contents of record 
filed. [1*] 


ee 


United States Board of Tax Appeals 
Docket No. 102605 
PACIFIC SOUTHWEST REALTY COMPANY, 
Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


PETITION 
The above named petitioner hereby petitions for 
a redetermination of the deficiency set forth by the 
Commissioner of Internal Revenue in his notice of 
deficiency (IT:LA:KIS-90D) dated February 21, 
1940. and as a basis of its proceeding alleges as fol- 
lows: 


*Page numbering appearing at top of page of original Reporter’s 
Transcript. 
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1. The petitioner is a corporation with principal 
office at 215 West Sixth Street, Los Angeles, Cali- 
fornia. The returns for the periods here involved 
were filed with the collector for the sixth district 
of California. 

2. The notice of deficiency (a copy of which is 
attached and marked Exhibit A) was mailed to the 
petitioner on February 21, 1940. 

3. The taxes in controversy are income taxes for 
the calendar years 1936 and 1937 in the amount of 
$54,743.28 for the year 1936, representing a pro- 
posed deficiency of $842.75 and a claimed overpay- 
ment in the amount of $53,900.53, and a proposed 
[2] deficiency of $13,878.81 for the year 1937. 

4, The determination of tax set forth in the said 
notice of deficiency is based upon the followmeg 
errors : 

(a) ‘The Commissioner erred in determining that 
the sum of $5,618.35 paid by petitioner during the 
vear 1936 in payment of real estate taxes on prop- 
erty repossessed by petitioner in 1935 was a capital 
expenditure. 

(b) The Commissioner erred in refusing to allow 
petitioner a deduction for said real estate taxes 
paid by petitioner during the year 1936 in the 
amount of $5,618.35. 

(c) The Commissioner erred in determining that 
the securities issued by petitioner and designated 
614% Cumulative Preferred Serial Stock were pre- 
ferred stock. | 
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(d) The Commissioner erred in failing and re- 
fusing to determine that the securities issued by 
petitioner and designated 644% Cumulative Pre- 
ferred Serial Stock evidenced indebtedness of peti- 
tioner to the holders of said securities. 

(e) The Commissioner errer in determining that 
the securities issued by petitioner and designated 
164% Cumulative Preferred Serial Stock were pre- 
ferred stock. 

(f) The Commissioner erred in failing and re- 
fusing to determine that the securities issued by 
petitioner and designated 546% Cumulative Pre- 
ferred Serial Stock evidenced indebtedness of peti- 
tioner to the holders of said securities. 

(g) The Commissioner erred in failing and re- 
fusing to allow as a deduction for interest paid 
during the year 1936 the sum of $65,300.63 paid 
by petitioner during the year 1936 on its [3] out- 
standing securities designated 644% Cumulative 
Preferred Serial Stock. 

(h) The Commissioner erred in failing and re- 
fusing to allow as a deduction for interest paid 
during the year 1936 the sum of $55,000.00 paid by 
petitioner during the year 1936 on its outstanding 
securities designated 544% Cumulative Preferred 
Serial Stock. 

(i) The Commissioner erred in failing and re- 
fusing to allow a deduction for the year 1936 in 
the amount of $51,066.65 for the portion of the 
discount at which petitioner’s securities designated 
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614% Cumulative Preferred Serial Stock were sold 
which was properly allocable to the year 1936. 

(Jj) The Commissioner erred in failing and re- 
fusing to allow a deduction for the year 1936 in the 
amount of $1,833.26 for the portion of the discount 
at which petitioner’s securities designated d14% 
Cumulative Preferred Serial Stock were sold which 
was properly allocable to the year 1936. 

(k) The Commissioner erred in failing and re- 
fusing to allow a deduction for the vearv 1936 in the 
amount of $4,111.29 for the portion of the expense 
of issuance of petitioner’s securities designated 
614% Cumulative Preferred Serial Stock which 
vas properly allocable to the vear 1936. 

(1) The Commissioner erred in failing and re- 
fusing to allow a deduction in the amount of $182,- 
025.00 for the premium paid by petitioner during 
the vear 1936 upon the redemption of its securities 
designated 614% Cumulative Preferred Serial 
Stock. 

(m) The Commissioner erred in failing and re- 
fusing to [4] allow as a deduction for interest 
paid during the vear 1937 the sum of $41,250.09 
paid by petitioner during the vear 1937 on its out- 
standing securities designated 514% Cumulative 
Preferred Serial Stock. 

(n) The Commissioner erred in failing and re- 
fusing to allow a deduction for the year 1937 im 
the amount of $31,275.39 for the portion of the 
discount at which petitioner’s securities designated 
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516% Cumulative Preferred Serial Stock were sold 
which was properly allocable to the year 1937. 

(0) The Commissioner erred in failing and re- 
fusing to allow a deduction in the amount of $20,- 
000.00 for the premium paid by petitioner during 
the year 1937 upon the redemption of its securities 
designated 516% Cumulative Preferred Serial 
Stock. 

(p) The Commissioner erred in failing to deter- 
mine an overpayment for the year 1936 in the 
amount of $53,900.53. 

(q) The Commissioner erred in determining a 
deficiency in income taxes due from the petitioner 
for the year 1937. 

). The facts upon which the petitioner relies as 
the basis of this proceeding are as follows: 

(a) During the year 1929 petitioner sold certain 
real property located in the City of Los Angeles, 
State of California, under a conditional sales con- 
tract. Under the provisions of said contract peti- 
tioner retained title to said property until the pur- 
ehase price was paid. During the year 1935, by 
reason of the default of the purchaser of said 
property, petitioner cancelled the sales contract and 
repossessed said property. At the time said prop- 
ertv was repossessed by petitioner there were 
accrued but unpaid property taxes against said 
property in the amount of [5] $5,618.35. During the 
vear 1936 petitioner paid said property taxes in 
full. Petitioner deducted said sum of $5,618.35, un- 
der the provisions of Section 23(¢) of the Revenue 


8 Pacific Southwest Realty Co. 


Act of 1936, in computing its net taxable income 
for the year 1936. 

(b) During the years 1923, 1924 and 1925 peti- 
tioner issued and sold its securities designated as 
614% Cumulative Preferred Serial Stock of the 
total par value of $4,500,000.00. The par value 
of each of said securities was $100.00. Said securi- 
ties were issued in twenty-three series designated 
“A” to ““W”’ inclusive. Series ‘‘A’’ of said securi- 
ties was to mature and become payable on July 1, 
1929 and the remaining series were to mature and 
become parable successively on July 1st of each year 
thereafter, to and including the year 1951. Under 
the terms and conditions upon which said securities 
designated 614% Cumulative Preferred Serial 
Stock were issued and sold petitioner bound itself 
to make payments to the holders of said securities 
in the amount of 644% per annum of the par value 
of said securities and also bound itself to redeem 
said securities at the par value thereof plus ac- 
crued interest on the maturity dates specified. Upon 
the sale of said securities petitioner became in- 
debted to the holders thereof in the amount of the 
par value thereof. The annual payments of 612% 
of the par value of said securities were interest 
payments on indebtedness of petitioner to the hold- 
ers of said securities. 

(c) During the year 1928 petitioner issued and 
sold its securities designated 516% Cumulative 
Preferred Serial Stock of the total par value of 
$1,000,000.00. The par value of each of said secur- 
ties was $100.00. Said securities were issued in 


vs. Comm’r of Internal Revenue 9 


twenty-two [6] series designated ‘‘AA”’ to “VV” in- 
clusive. Series ‘‘AA’’ was to mature and become pay- 
able on July 1, 1939 and the remaining series were 
to mature and become payable successively on July 
1st of each year thereafter to and including the year 
1960. Under the terms and conditions upon which 
said securities designated 546% Cumulative Pre- 
ferred Serial Stock were issued and sold, petitioner 
bound itself to make payments to the holders of 
said securities in the amount of 546% per annum of 
the par value of said securities and also bound itself 
to redeem said securities at the par value thereon 
plus accrued interest on the maturity dates speci- 
fied. Upon the sale of said securities petitioner 
became indebted to the holders thereof in the 
amount of the par value thereof. The anual pay- 
ments of 516% of the par value of said securities 
were interest payments on indebtedness of peti- 
tioner to the holders of said securities. 

(d) At the beginning of the year 1936 securities 
of petitioner designated 646% Cumulative Pre- 
ferred Serial Stock were issued, outstanding and 
unmatured of the total par value of $3,766,500.00. 
During the year 1936 all of said securities were re- 
deemed and retired. During the year 1936 petitioner 
made payments at the rate of 646% of the par value 
of said securities to the holders of said securities 
in the total amount of $65,300.63. Said payments 
in the total amount of $65,300.63 were payments of 
imterest on indebtedness of petitioner within the 
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meaning of Section 23(b) of the Revenue Act of 
1936 and petitioner was entitled to deduct said sum 
in computing its net income for the year 1936. 

(e) During the year 1936 there were issued and 
outstanding securities of petitioner designated 514% 
Cumulative Preferred Serial [7] Stock of the par 
value of $1,000,000.00. All of said securities were 
redeemed and retired during the year 1937. During 
the year 1936 petitioner made payments at the rate 
of 516% of the par value of said securities to the 
holders thereof in the amount of $55,000.00. Dur- 
ing the vear 1937 petitioner made payments at the 
vate of 546% of the par value of said securities 
to the holders thereof in the amount of $41,250.00. 
Said payments in the amounts of $55,000.00 and 
$41,250.00 were payments of interest on indebted- 
ness of petitioner within the meaning of Section 
23(b) of the Revenue Act of 1936 and petitioner 
was entitled to deduct said amounts in computing 
its net income for the years 1936 and 1937. 

(f) Said securities designated 646% Cumulative 
Preferred Serial Stock issued and sold as aforesaid 
were sold by petitioner at discounts from $1.60 to 
$3.50 per $100 par value. The total discount at 
which said securities were issued and sold was 
$121,924.00. The discount at which petitioner sold 
its said securities was an expense which petitioner 
was entitled to amortize and deduct over the hfe 
of said securities. The portion of the discount for 
which said securities were sold, which was allocable 
to the year 1936, was, to-wit, the sum of $51,066.65. 
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Petitioner was entitled to deduct said sum of $51,- 
066.65 in computing its net income for the year 
1936. 

(¢) Said securities designated 546%, Cunula- 
tive Preferred Serial Stock issued and sold as afove- 
said were sold by petitioner at discounts of $3.00 
and $5.00 per $100 par value. The total discount 
at which said securities were issued and sold was 
$46,858.00. The discount at which petitioner sold 
its said securities was an expense which petitioner 
was entitled to amortize and deduct over [8] the life 
of said securities. The portion of the discount for 
which said securities were sold, which was allocable 
to the year 1936, was, to-wit, the sum of $1,833.26. 
The portion of the discount for which said secuti- 
ties were sold, which was allocable to the year 1937, 
was, to-wit, the sum of $31,275.39. Petitioner was 
entitled to deduct said sums of $1,833.26 and $31,- 
275.59 1n computing its net income for the years 
1936 and 1937. 

(h) In connection with the issuance and sale 
of petitioner’s securities designated 644% Cumula- 
tive Preferred Serial Stock, petitioner imeurred 
necessarv expenses in the total amount of $12,- 
312.34. Said expenses ineurred by petitioner in 
issuing and selling its said securities as aforesaid 
were deductible expenses which petitioner was en- 
titled to amortize and deduct over the life of said 
securities. The portion of said expenses incurred in 
connection with the issuance and sale of said seeui- 
ties, properly allocable to the vear 1936, was, to-wit, 
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the sum of $4,111.29. Petitioner was entitled to 
deduct said sum of $4,111.29 in computing its net 
income for the year 1936. 

G1) During the year 19386 petitioner redeemed 
and retired all of its then outstanding securities 
designated 614% Cumulative Preferred Serial 
Stock for the face value thereof plus a total pre- 
minum of $182,025.00. Petitioner was entitled to de- 
duct said premium of $182,025.00 in computing its 
net income for the year 1936. 

(j) During the year 1937 petitioner redeemed 
and retired all of its then outstanding securities 
designated 514% Cumulative Preferred Serial 
Stock for the face value thereof plus a total pre- 
minum of $20,000.00. Petitioner was entitled to de- 
duct said premium of $20,000.00 in computing its 
net income for the year 1937. [9] 

(kx) In its income tax return for the year 1936 
petitioner failed to take deductions for the interest 
payments made on its securities designated 614% 
Cumulative Preferred Serial Stock and 544% Cu- 
mulative Preferred Serial Stock, failed to take a 
deduction for the portion of the expense of issuance 
and gale of its securities designated 614% Cumu- 
lative Preferred Serial Stock allocable to the year 
1936, failed to take deductions for the portions of 
the discounts at which its securities designated ~ 
614% Cumulative Preferred Serial Stock and 514% 
Cumulative Preferred Serial Stock were issued and 
sold which were allocable to the year 1936, and 
failed to take a deduction for the premium paid 
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upon the redemption of its securities designated 
644% Cumulative Preferred Serial Stock. As the 
result of petitioner’s failure to take such dedue- 
tions, petitioner overstated its net income for the 
year 1936 in the amount of $359,336.83 and over- 
stated its income tax hability for the year 1936 in 
the amount of $53,900.53. Petitioner’s correct net 
income for the year 1986 did not exceed the sum 
of $203,403.69 and its correct income tax liability 
for the year 1936 did not exceed the sum of $29,- 
300.55. In its income tax return for the year 1936 
petitioner reported a tax lability in the amount 
of $83,251.08. Petitioner paid said tax in install- 
ments as follows: $20,812.77 on or about March 15, 
1937 and like amounts on or about June 12th, Sep- 
tember 13th, and December 13, 1937. 

(1) On March 6, 1940 petitioner filed with the 
Collector of Internal Revenue for the Sixth Dis- 
trict of California, at Los Angeles, California, its 
written claim for refund of income taxes overpaid 
by it for the year 1936 in the amount of $53,900.53, 
setting forth therein the same facts and grounds 
herein alleged and relied upon. A true copy of said 
claim for refund is hereto attached, marked [10] 
Exhibit B, and by this reference made a_ part 
hereof. 

(m) In its income tax return for the year 1937 
petitioner deducted as interest paid the payments 
made on its securities designated 514% Cumulative 
Preferred Serial Stock in the amount of $41,250.00, 
deducted the sum of $31,275.39 as the portion of the 
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discount at which said securities designated 514% 
Cumulative Preferred Serial Stock were issued and 
sold which was properly allocable to the year 1936 
and deducted the premium paid in the amount of 
$20,000.00 upon the redemption of said securities 
designated 546% Cumulative Preferred Serial 
Stock. The Commissioner refused to allow said de- 
ductions and as a result thereof has proposed the 
deficiency for 1937 herein contested. 

Wherefore, petitioner pravs that this Board may 
hear the proceeding and determine that petitioner 
overpaid its income taxes for the year 1936 in the 
amount of $53,900.53, that the claim for the refund 
of said overpayment was duly filed within the time 
required by law, that there is no deficiency in in- 
come taxes due from petitioner for the year 1937, 
and grant such other and further relief as may be 
proper. 

CLAUDE I. PARKER 

JOHN B. MILLIKEN, 

BAYLEY KOHLMETER, 
Counsel for Petitioner, 
808 Bank of America 

Building. 
Of Counsel: 

eee (CICTO IDE 
937 Munsey Building, 
Washington, D. C. [11] 
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State of California 
County of Los Angeles—ss. 

W. B. Stringfellow, being duly sworn, says that 
he is Vice-President of Pacific Southwest Realty 
Company, the petitioner above named, and duly 
authorized to verify the foregoing petition; that he 
has read the foregoing petition, or had the same 
read to him, and is familiar with the statements 
contained therein, and that the statements contained 
therein are true, except those stated to be npon in- 
formation and behef, and that those he believes to 
be true. 

W. B. STRINGFELLOW. 

Wood: 

Subseribed and sworn to before me this 10 dav of 

May, 1940. 
DOROTHY C. REYNOLDS, 
Notarv Public in and for the County of Los An- 
eeles, State of California. 


My Commission Expires June 13, 1941. [12] 
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Treasury Department 
Internal Revenue Service 
12th Floor, 

U.S. Post Office and Court House, 
Los Angeles, California. 


Feb. 21, 1940 
Office of 
Internal Revenue Agent in Charge 
Los Angeles Division 
IT: LA 
EIS-90D 
Pacific Southwest Realty Company, 
215 West Sixth Street, 
Los Angeles, California. 
Sirs: 

You are advised that the determination of your 
income tax lability for the taxable years 1936 and 
1937 discloses a deficiency of $14,721.56 as shown in 
the statement attached. 

In accordance with the provisions of existing in- 
ternal revenue laws, notice is hereby given of the 
deficiency mentioned. 

Within 90 days (not counting Sunday or a legal 
holiday in the District of Columbia as the 90th day) 
from the date of the mailing of this letter, you may 
file a petition with the United States Board of Tax 
Appeals for a redetermination of the deficiency. 

Should vou not desire to file a petition, you are 
requested to execute the enclosed form and forward 
it to Internal Revenue Agent in Charge, Los An- 
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geles, California, for the attention of IT:LA:FC. 
The signing and filing of this form will expedite the 
closing of your returns by permitting an early 
assessment of the deficiency, and will prevent the 
accumulation of interest, since the interest period 
terminates 30 days after filing the form, or on the 
date the assessment is made, whichever is earlier. 
Respectfully, 
GUY CE Say Ein Ge 
Commissioner, 
By (Signed) GEORGE D. MARTIN, 
Internal Revenue Agent in 
Charge. 
Enclosures: 
Statement. 
Form of waiver. - 
EIS :fpe [13] 


STATEMENT 
IT:LA | 
EIS-90D 
Pacific Southwest Realty Company, 
215 West Sixth Street, 
Los Angeles, California. 


Tax Liability for the Taxable Years Ended 
December 31, 1936 


and 
December 31, 1937 
Year Liability Assessed Deficiency 
Income tax 1986............... $ 84,093.83 $ 83,251.08 $ 842.75 
icone tax 1937.............. 73,007.00 59,128.19 13,878.81 


NOLEN areca $157,100.83 $142,379.27 $14,721.56 
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In making this determination of your income tax 
liability, careful consideration has been given to 
the report of examination dated July 24, 1939; and 
to vour protest dated August 18, 1939. 

If vou do not acquiesce in all of the adjustments 
making up the deficiency indicated, but desire to 
stop the accumulation of interest on that part of 
the deficiency resulting from adjustments to which 
vou agree, please fill out the enclosed form of 
waiver, Inserting therein the amount of the defi- 
ciency vou desire to have assessed at once. The 
execution of the form for the agreed portion of the 
deficiency will not deprive vou of vour right to 
petition the United States Board of Tax Appeals 
for a redetermination of the deficiency. 

A copy of this letter and statement has been 
mailed to your representative, Mr. Claude I. Parker, 
Room 808, Bank of America Building, Los Angeles, 
California, in accordance with the authority con- 
tained in the power of attornev executed by vou 
and on file with the Bureau. [14] 


ADJUSTMENTS TO NET INCOME 
Taxable Year Ended December 31, 1936 


Net inconiewas disclosed bawreturin... ee $562,740.52 
Unallowable deduction: 
(a) [en WEState (ci Gs : seemeccemrnc ree Ae 5,618.35 


Met aneo ter idiistedi..... eee eee $568,358.87 
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EXPLANATION OF ADJUSTMENTS 


(a) Represent accrued taxes on real estate re- 
possessed by your corporation in the year 1935. The 
taxes were paid by you in the year 1936 and claimed 
as a deduction from gross income in your 1936 
return. It is held that these taxes constitute addi- 
tional costs to you of the property repossessed and 
are not allowable deductions from gross income. 


COMPUTATION OF TAX 
Taxable Year Ended December 31, 1936 


Income Tax: 
Normal Tax: 


Miewmmele ret PVC OMG cece testes eee $568,358.87 
Less: 

TE MC OSS [OVO U ambit enki aie delenartvisaace noe, None 
Net income for normal tax computation. $568,358.87 
PO reimmien | WOR WOH WIC ONMC ese BR cect ence. $568 358.87 

OG OME Si 72,100 (0).10] 0 ae ae eo ea eo $ 160.00 
LAV QUES 10) 310). 9) 0 eee 1,430.00 
Ler Oi 2150 U0 00 nen 3,250.00 
1D Oe CLO c.25):)/.i a aie ee a ae aa 79,253.83 

MG aleer One ty Kesene.. eee... na eu cdelce $ 84,093.83 


[15] 


20 Pacific Southwest Realty Co. 


Surtax on Undistributed Profits: 


Taxable Wet WV COME cree ceccccsteeccnnecera ri $568,358.87 
Less: 

NOTA har. 0c insane en 84,093.83 
Adjusted Met 1MCOME. ne cece $484 265.04 
Less: 

Dividends spaidmenedit....c.2200 ee ee 484,265.04 
Undistributed net. imcome......c..--.-22c. None 
Sullyectevombantr....0:0bra.......a dea None 
SAWN, a eis ieee None 
Nornial tax 2sj3u.052 ee eee $ 84,093.83 

Total income tax (normal tax and surtax)......$ 84,093.85 
Less: 

Foreiaw tix credit..0cc. eee None 
Balance ef tax assessable icc ee $ 84,093.83 

Income tax assessed (normal tax and surtax) : 
Original 1937 list, account No. 402300... 83,251.08 
Defieieuey of income tAK_ws.ncceie $ 842.75 


[16] 


ADJUSTMENTS TO NET INCOME 
Taxable Year Ended December 31, 1937 


Net income aS disclosed by returnees $401,921.26 
Unallowable deductions: 
(a) Dividends on preferred stock......$41,250.00 
(hb) Unamortized discount on 
prefered st@@k 200. olbotoree 
(ec) Premium on preferred stock......... 20,000.00 92,529.39 


Mét income@badjusted ne $494,446.65 
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EXPLANATION OF ADJUSTMENTS 


(a) Dividends paid on preferred stock do not 
constitute allowable deductions under the provisions 
of section 23 of the Revenue Act of 1936. 

(b) and (c) Discount and expense incident to 
the issue of preferred shares and premium paid 
upon the retirement of said shares are not allow- 
able deductions under section 23 of the Revenue 
Act of 1936. [17] 


COMPUTATION OF TAX 
Taxable Year Ended December 31, 1937 


Income Tax: 
Normal Tax: 


“Phe S5) | NICS RY ed ear 8 01CCCO)) (crea $494 446.65 

Less: 

JESCCSSS MONT 00 eee None 
Net income for normal tax computation................. $494 446.65 
Rove lL PSSM CUO 60 (11 Oar $494,446.65 

Oe (Oe Se USC) 10 a co $ 160.00 

ooo: “1s OOOO oe... .. coe. 1,430.00 

meat ON asc cnesscsszcsescvvtcemcscscssnseassssoessosrnunscsensstnns 3,250.00 

TS one E51: 210 65 ene 68,167.00 

oC Se ES: rrr $ 73,007.00 
Surtax on Undistributed Profits: 
Tee) 2 TAU SUNK) 011 $494,446.65 
Less: 

Nerve (oe ee 73,007.00 
ACID IE NCCI eee $421,459.65 
Less: 

IDI RAGING GOAN (Cae! eer reer 421,439.65 
LOTUS TES Ter DHT” ds TS] 0 GCC 0) 1 = een None 
“SUD SRGI Gk SULT eae ‘None 
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Swinton =e eer. None 
LOOT Li $ 73,007.00 


Total income tax (normal tax and surtax)..$ 73,007.00 
Less: 


Foreign fas ¢redit...2 ccc None 
Balanee of Gasecassessable...........ccee $ 73,007.00 


Income tax assessed (normal tax and surtax) : 


Original 1938 list, aeeount No. 4018310000. D9 12019 
Deficiency of income tax... $ 13,878.81 


[19] 
EXHIBIT B 
Form 8438 
Treasury Department 


Internal Revenue Service 
Revised June 1930 


Claim 
To Be Filed with the Collector Where 
Assessment Was Made or Tax Paid 
The Collector will indicate in the block below the 
kind of claim filed, and fill in the certificate on the 
reverse side. 
(x) Refund of Tax legally Collected. 
( ) Refund of Amount Paid fer Stamps Un- 
used, or Used in Error or Excess. 
( ) Abatement of Tax Assessed (not appheable 
to estate or meonie taxes). 
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State of California 
County of Los Angeles—ss. 

Name of taxpayer or purchaser of stamps, Pacific 
Southwest Realty Company. 

Busmess address, 215 West Sixth Street, Los 
Angeles, California. 

ESS CUCU CLE RRM soe A 

The deponent, being duly sworn according to law, 
deposes and says that this statement is made on 
behalf of the taxpayer named, and that the facts 
given below are true and complete: 

1. District in which return (if any) was filed, 
Sixth District California. 

2. Period (if for income tax, make seperate form 
for each taxable year) from Jan. 1, 1936, to Dec. 
31, 1936. 

3. Character of assessment or tax, Income ‘Tax. 

4. Amount of assessment, $83,251.08; dates of 
payment 3/15, 6/12, 9/13, 12/13/37. 

5. Date stamps were purchased from the Gov- 
nd Wee es... ........ 

6. Amount to be refunded or such greater 
amount as is legally refundable, $53,900.53. 

7. Amount to be abated (not applicable to in- 
Meme or estate taxes)... ale TR, Lanes eee 

8. The time within which this clain may be 
legally filed expires, under Section 322 of the Reve- 
nue Code, on March 15, 1940. 

The deponent verily believes that this claim should 
be allowed fox the following reasons: [20] 
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Claimant corporation was incorporated on May 
3l, 1923 under the laws of the State of Delaware 
for the primary purpose of owning and operating 
improved real estate. 

Claimant is authorized to do business in the State 
of California, and its principal place of business is 
located in Los Angeles, California. 

By its Certificate of Incorporation claimant was 
authorized to issue and sell 50,000 shares of securi- 
ties designated as 614% Cumulative Preferred 
Serial stock of a par value of $100.00 per share. It 
was further provided in said Certificate of Incor- 
poration that said 646% Cumulative Preferred 
Serial stock should be issued in twenty-three series 
designated by letters “‘A’”’ to ‘‘W”’ inclusive, and 
that each series should be redeemed at par plus all 
unpaid, accrued and accumulated dividends thereon 
on the date designated. Series A was to be redeemed 
on July 1, 1929, and the remaining series were to be 
redeemed successively on July Ist of each year 
thereafter to and including the year 1951. It was 
further provided in said Certificate of Incorpora- 
tion that said 644% Cumulative Preferred Serial 
stocks should not be sold for less than 96% of the 
par value thereof; that none of said stocks should 
be issued except for the purpose of acquiring with 
the proceeds thereof property suitable for the pur- 
poses of the corporation; that the amount of said 
stock issued should not exceed 100% of the ap- 
praised, value of the property purchased; that the 
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total amount of said 644% Cumulative Preferred 
Serial stocks outstanding, together with the total 
bonded indebtedness of the corporation, should not 
exceed 100% of the appraised value of the prop- 
erty of the corporation; that if the corporation sold 
any of its property it should purchase other prop- 
erty of equal value or apply the proceeds of the 
sale to the redemption of its bonds or preferred 
stock. 

It was further provided that the dividends on 
said 614% Cumulative Preferred Serial stock should 
be 646% per annum, and no more, payable quar- 
terly. The dividends were cumulative and no divi- 
dends could be paid on common stock until all divi- 
dends due had been paid on said 644% Cumulative 
Preferred Serial stock and until an amount equal 
to two full yearly dividends on the outstanding 
644% Cumulative Preferred Serial stock had been 
set aside or deposited with a designated trust com- 
pany. Upon liquidation or dissolution no distribu- 
tion could be made to the holders of the common 
stock until the holders of 644% Cumulative Pre- 
ferred Serial stock had received 105% of the par 
value of said stock. Each series of said stock ma- 
tured on a definitely designated date, and it was 
provided that said stock should be redeemed on said 
maturity date at par plus unpaid, accrued and ac- 
cumulated dividends thereon. In the event the cor- 
poration failed to redeem said 644% Cumulative 
Preferred Serial stock on the maturity dates desig- 
nated, the holders thereof were given the right to 
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enforce payment of the par value plus any unpaid, 
accrued and accumulated dividends thereon, the 
same as any unconditional claim or debt against the 
corporation. [22] 

The holders of said 645% Cumulative Preferred 
Serial stock were given no voting rights except that 
it was provided that if any dividends should not be 
paid on the due date and should remain unpaid for 
ninety (90) days, the holders of the 644% Cumula- 
tive Preferred Serial stock should have exclusive 
voting power until such dividend was paid. 

During the years 1928, 1924 and 1925, 45,600 
shares of said 614% Cumulative Preferred Serial 
stock were issued and sold by claimant corporation. 
The certificates issued by claimant corporation to 
evidence said 614% Cumulative Preferred Serial 
stock contained a statement of the rights and inter- 
ests of the holders thereof. A true copy of the 
certificates issued by claimant corporation as evi- 
dence of said 644% Cumulative Preferred Serial 
stock is attached, as Exhibit ‘“‘A’’, to the claim for 
refund filed by claimant for the year 1934 and is hy 
this reference made a part hereof. 

During the year 1928, pursuant to authority 
ervanted it by its Certificate of Incorporation, claim- 
ant corporation issued and sold 10,000 shares of 
securities designated as 544% Cumulative Preferrec 
Serial stock of the par value of $100.00 per share. 
Except for the amount of dividends provided and 
the minimum amount for which it could be issued, 
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said 514% Cumulative Preferred Serial stock was 
substantially the same and was issued upon sub- 
stantially the same terms and conditions as the 
securities theretofore issued by claimant, desig- 
nated as 644% Cumulative Preferred Serial stock 
and described more fully above. Said 546% Cumu- 
lative Preferred Serial stock was issued in twenty- 
two (22) series, designed ‘‘AA’’ to “VV” inclu- 
sive. It was provided that Series ‘‘AA’’ would ma- 
ture and become payable on July 1, 19389, and the 
remaining series would mature and becoine payable 
on July Ist of each year thereafter to and including 
the year 1960. A true copy of the certificates issued 
by claimant as evidence of said 544% Cumulative 
Preferred Serial stock is attached, as Fixhibit “B"’, 
to the claim for refund filed by claimant for the 
vear 1934 and is by this reference made a_ part 
hereof. 

At the beginning of the vear 1936 there were 
issued and outstanding 37,665 nnmatured shares of 
said 646% Cumulative Preferred Serial stock. Dur- 
ing the veay 1936 all of said 37,665 shares of said 
securities were redeemed. During the year 1936 
there were issued and outstanding 10,000 shares of 
said 514%, Cumulative Preferred Serial steck. Dur- 
ing the year 1936 claimant made payments on said 
securities to the holders thereof, which payments 
were designated dividends, in the total amount of 
$120,300.63. 

Claimant is informed and believes that at the 
time of the issuance of said securities it was the 
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intention and understanding of claimant and the 
purchasers of said securities that the purchase price 
paid for said securities was a loan to claimant 
which was to be repaid in full with interest at the 
designated rate. 

The above stated facts show clearly that said 
614% Cumulative Preferred Serial stock and 514%, 
Cumulative Preferred Serial stock were issued and 
sold upon the same terms and conditions and con- 
tained the requisite elements of bonds or other in- 
debtedness [23] including definite maturity dates, a 
definite rate of interest and an enforceable obliga- 
tion to repay the principal sum together with ac- 
cerned interest upon the maturity dates. In this 
regard, claimant refers to the following court 
decisions: 

Arthur Jones Syndicate v. Commissioner, 
(C.C.A.-7) 23 Fed (2d) 833; 

Commissioner v. Proctor Shop, Inc. (C.C.A.- 
9) 82 Fed (2d) 792; 

Commissioner v. O.P.P. Holding Corp., 
(C.C.A.-2) 76 Fed. (2d) 11; 

Helverine v. Richmond F,. & P. Teiieay 
(C.C.A.-4) 90 Fed. (2d) 971; 

Bolinger-Franklin Lumber Co. v. Commis- 
sioner, 7 B.T.A. 402. 


Claimant believes and contends that the holders 
of said securities designated as 644% Cumulative 
Preferred Serial stock and 514% Cumulative Pre- 
ferred Serial stock were creditors of claimant co1- 
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poration and that the certificates representing said 
securities were certificates of indebtedness, and the 
payments made thereon by claimant were interest 
payments which, under the provisions of Section 
23(b) of the Revenue Act of 1936, claimant was 
entitled to deduct in computing its net income for 
the year 1936 for income tax purposes. 

The 45,000 shares of said 644% Cumulative Pre- 
ferred Serial stock issued and sold by claimant dur- 
ing the vears 1925, 1924 and 1925, and the 10,000 
shares of said 514% Cumulative Preferred Serial 
stock issued and sold by claimant during the year 
1928 were issued and sold during the years and at 
the discounts as shown in the following schedules: 
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614% Cumulative Preferred Serial Stock 


Maturity Total 

Series Date Issued 
A 7-1-29 $ 99.000 
B 7-1-30 99,000 
C 7-1-31 99,000 
D e232 99.000 
E 7-1-33 112,500 
F 7-1-34 112,500 
CG 7-1-35 112,500 
H feleos 126.000 
I (lest 126,000 
J 7-1-38 153,000 
K 7-1-39 153,000 
i ‘eo 53000 
M 7-1-4] 180,000 
N 7-1-42 207,000 
O 7-1-43 207,000 
iP 7-1-44 234,000 
Q 71-45 261,000 
R 7-1-46 274,500 
S 7-1-47 301,500 
T 7-1-48 328.500 
U 7-1-49 350,000 
V 7-150 ~—-400,500 
W filles 306,000 


Issued 
at $1.00 


Discount 
$ 66,000 
41,700 
34,500 
20,000 
73,000 
34,600 
22,800 
32,000 
30,000 
97,000 
6,300 
67,000 
15,600 
3,000 
14,300 
11,500 
21,900 
88,000 
5,000 


$ 


Issued during 1923 


Issued 
at $3.00 


Discount 


24.300 
31,500 
46,000 
1,500 
40,400 
52,200 
52,000 
54,000 
45,000 
95,700 
35,000 
104,400 
134,500 
123,700 
144,500 
152,100 
95,000 
196,000 


209,000 
209,000 
216,500 
158,900 


$ 


Issued 
During 


1924 


Issued 
at $3.50 
Discount 


22,000 
22 000 
22.000 
22 000 
25,000 
25.000 
25,000 
28,000 
28,000 
34,000 
34,000 
34,000 
40,000 
46,000 
46,000 
52,000 
58,000 
61,000 
67,000 


Issued 
During 


1925, 


Issued 
ait $2.50 


Discount 
$ 11,000 
11,000 
11,000 
11,000 
12,500 
12,500 
12,500 
14,000 
14,000 
17,000 
17,000 
17,000 
20,000 
25,000 
23,000 
26,000 
29,000 
30.500 
33,500 
rot] 


$4,500,000 $778,800 $2,221,200 $1,000,000 
Note: The values stated on the foregoing page are the par values 


of the certificates issued. 


$500,000 
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o4% Cumulative Preferred Serial Stock 


Total Issned Issued 
(Issued at $3. at $5. 

Series Maturity during 1928) Discount Discount 
AA 7-1-39 $ 10,000 $ 1,500 $ 8,500 
BB 7-1-40 10,000 10,000 
CC 7-1-41 10,000 1,500 $8,900 
DD 7-1-42 15,000 15,000 
EE 7-1-4383 15,000 15,000 
FF 7-1-44 15,000 15,000 
GG 7-1-45 20,000 20,000 
HH 7-1-46 20,000 500 19,500 
vu (-1-47 20,000 2,000 18,000 
Jd 7-1-48 25,000 1,000 24,000 
KK 7-1-49 25,000 3,200 21,800 
LiL 7-1-50 25,000 4,000 21,000 
MM 7-1-51 25,000 3,000 22,000 
NN folles 85,000 7,000 78,000 
OO Felson 85,000 12,000 73,060 
RP 7-1-54 85,000 6,500 78,500 
QQ 7-1-55 85,000 40,000 45,000 
RR f-1-56 85,000 8,500 76,500 
SS 7-1-57 85,000 13,500 71,500 
TT Hieo3s 85,000 2.200 97,800 
uU 7-1-59 85,000 15,500 69,500 
VV 7-1-60 85,000 10,200 74,800 


$1,000,000 $157,100 $842,900 


Note: The values stated above are the par values of the 
certificates issued. 


Claimant contends that the discount at which it 
sold said securities was a cost or expense which 
claimant was entitled to amortize and deduct over 
the life of said securities; that the portion of the 
discount for whieh said 6444 Cumulative Preferred 
Serial stock was sold, which was allocable to tle 
year 1936, was, to-wit, the sum of $51,066.65; that 
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the portion of the discount at which the 514% 
Cumulative Preferred Serial stock was sold, which 
was allocable to the year 1936 was, to-wit, the sum 
of $1,833.26; that claimant was entitled to deduct 
said sum of $51,066.65 and $1,833.26 in computing 
its net income forthe year 1936. 

Claimant corporation incurred necessary expenses 
in connection with the issuance and sale of said 
614% Cumulative Preferred Serial [25] stock in 
the total amount of $12,312.34. 

Claimant contends that the expenses incurred by 
claimant in issuing and selling said securities were 
deductible expenses which should have been amor- 
tized and deducted over the life of said securities. 
The portion of said expenses incurred in connection 
with the issuance and sale of said 644% Cumulative 
Preferred Serial stock properly allocable to the 
vear 1936 was, to-wit, the sum of $4,111.29. 

During the year 1936 claimant redeemed and re- 
tired all of its then outstanding 644% Cumulative 
Preferred Serial stock for the face value thereof, 
plus a total premium, of $182,025.00. Said premium 
paid upon the redemption of said securities was a 
deductible expense for the year 1936. (Regulations 
94, Article 22 (a)-18(1) ). 

In summary, claimant contends that in computing 
its net taxable income for the year 1936, for federal 
income tax purposes, claimant was entitled to de- 
ductions for interest paid on said 644% Cumulative 
Preferred Serial stock and 544% Cumulative Pre- 
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ferred Serial stock, and for discount expense and 
issuance expense incurred in connection with the 
issuance of said securities and the premium paid 
upon the redemption of said securities, as afore- 
said, as set forth more fullv in the following 
aniounts : 


Interest on 614% Cumulative Preferred Serial 

stock and 514% Cumulative Preferred Serial 

SACCVCI” Ee tdsc 05 gee See rc $120,300.63 
Discount on 614% Cumulative Preferred Serial 

stock allocable to the year 1936... 51,066.65 
Discount on 544% Cumulative Preferred Serial 

stock allocable to the year 1936.00... 1633.26 
Expense of issuance of 644% Cuniulative Pre- 

ferred Serial stock allocable to the year 


GIS D eieatiae Se See) nes Ne Oa 4,111.29 
Premium paid upon redemption of 644% Cu- 

mulative Preferred Serial st0@K.u.cccccccccceen 182,025.00 

cere ee eh ana Pteanrinana $359,336.83 


In preparing its income tax return for the year 
1936 and in computing its net income for said year, 
claimant took no deductions for interest paid on its 
said securities designated 646% Cumulative Pre- 
ferred Serial stock and 544% Cumulative Preferred 
Serial stock; took no deductions for the discount at 
which said securities were sold; took no deductions 
for expenses incurred by claimant 1n connection with 
the issuance and sale of said stock and took no de- 
duction for the premium paid upon the retirement 
of said 644% Cumulative Preferred Serial stock. 
Under the provisions of the Revenue Act of 1936, 
claimant was entitled to deduct all of said expenses 
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in computing its net taxable income and its tax lia- 
bility for said year 1936. 

On or about March 15, 1937 claimant duly filed 
its federal income tax return for the calendar year 
1936 with the Collector of Internal Revenue at Los 
Angeles, California. Said return disclosed [26] a 
net income of $562,740.52 and a tax lability of 
$83,251.08. Said tax in the amount of $83,251.08 
was duly paid during the year 1937 as follows: 


$20,812.77 on or about March 15, 1937 
20,812.77 on or about June 12, 1937 
20,812.77 on or about Sept. 138, 1937 
2ZOSi2 77 7on or about Dec ls. eon 


$83,251.08 


Claimant’s correct net income for the vear 1936 
was $203,403.69 and its correct Income tax liability 
for said year was $29,350.55. By reason of the 
errors set forth herein, claimant overstated its net 
income for the year 1936 in the amount of $359,- 
336.83 and overpaid its income tax ability for said 
year in the amount of $53,900.53. 

Claimant respectfully requests that the deductions 
herein claimed be allowed and the overpayment of 
its income tax liability for the year 1936 in the total 
amount of $53,900.53 be refunded, together with in- 
terest thereon from the dates of payment thereof. 
Claimant also requests that it be grante? a hearing 
on its claim. 


Signed PACIFIC SOUTHWEST? 
REALTY COMPANY, 
By W. B. STRINGPELLOW, 
Vice President. 
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CERTIFICATE 


I hereby certify that the foregoing claim for re- 
fund was prepared by me for and on behalf of tax- 
payer; that the facts recited therein are the facts 
as given to me by the taxpayer and to the best of 
my knowledge and belief are true and correct. 

BAYLEY KOHLMELER, 
With Claude I. Parker 
808 Bank of America bldg., 
Los Angeles, California. 


Sworn to and subscribed before me this 5th day 
of March, 1940 (Wood) 
DOROTHY C. REYNOLDS, 
Notary Publ. 
(See Instructions on Reverse Side) 
[Reverse Not Filled In] 


[Endorsed]: U. 8. B. T. A. Filed May 13, 1940. 
[27] 


[Title of Board and Cause. 
ANSWER 


The Commissioner of Internal Revenue, by his 
attorney, J. P. Wenchel, Chief Counsel, Bureau of 
Internal Revenue, for answer to the petition of the 
above-named taxpayer, admits and denies as follows: 
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1 and 2. Admits the allegations contained in 
paragraphs 1 and 2 of the petition. 

3. Admits that the taxes in controversy are in- 
come taxes for the calendar years 1936 and 1937, 
and denies the remainder of the allegations con- 
tained in paragraph 3 of the petition. 

4. Denies the allegations of error contained im 
subdivisions (a) to (q), melusive, of paragraph 4 
of the petition. 

5. Denies the allegations of fact contained im 
subdivisions (a) to (m), inclusive, of paragraph 5 
of the petition. 

6. Denies each and every allegation contained in 
the petition not hereinbefore specifically admitted 
or denied. 


Wherefore, it is prayed that the determination of 
the Commissioner be approved. 


Signed J.P. WENCHEL, 
Chief Counsel, 
Bureau of Internal Revenue. 
Of Counsel: 
ALVA C. BAIRD, 
FRANK T. HORNER, 
E. A. TONJES, 
Special Attorneys, 
Bureau of Internal Revenue. 
EAT/q 6-13-40. 
[Endorsed]: U. 8. B. T. A. Filed June 22, 1940. 
(255 
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[Title of Board and Cause. ] 
Docket No. 102605. 
Promulgated October 24, 1941. 


1. In conformity with its articles of incor- 
poration petitioner issued and sold two series of 
“Cumulative Preferred Serial Stock.’’ The cer- 
tificates stated that they were redeemable at par, 
plus all unpaid, accrued, or accumulated divi- 
dends, and that the holders should have the 
right to enforce payment the same as on any 
unconditional claim or debt against the corpora- 
tion. The articles also authorized the corpora- 
tion to issue bonds, though the total indebted- 
ness of the corporation could not exceed 50 per- 
cent of the appraised value of the property sub- 
ject thereto. First mortgage bonds in an amount 
substantially equivalent to the face amount of 
the preferred stock were issued and sold at about 
the same time that the stock was issued. The 
stock was represented to be free from the per- 
sonal property tax of the state and free from 
the normal Federal income tax. The periodic 
pavments were made from profits, were denomi- 
nated ‘‘dividends’’ and no payments were ever 
made except following the declaration of a div- 
idend. Held, that the certificates were what they 
purported to be and not merely evidence of the 
relation of debtor and creditor; held, further, 
that the amounts paid as ‘‘dividends’’ may not 
be deducted as ‘‘interest’? nor may the dis- 
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counts allowed or the premiums paid in connec- 
tion with the sale and redemption of the stock 
in the taxable years be allowed as deductions 
from gross income. 

2. Real estate sold by petitioner in 1929 un- 
der a conditional sales contract was repossessed 
in 1935, following default by the purchaser in 
the payment of the purchase price. Held, pay- 
ment hy petitioner in 1936 of the real estate 
taxes which had been assessed in 1935, prior 
to the repossession, does not entitle it to a de- 
duction for taxes paid. 


Bavley Kohlmeier, Esq., and Stuart Baron, Esq., 
for the petitioner. E. A. Tonjes, Esq., for the re- 
spondent. 


OPINION. 


Mellott: The Commissioner determined defic- 
iencies in income tax for the calendar years 1936 
and 1937 in the respective amounts of $842.75 and 
$13,878.81. The petition alleges that there is no de- 
ficiency [29] for either year and that petitioner 
overpaid its income taxes for the year 1936 in the 
amount of $53,900.53. The two general questions 
are: (1) Whether securities issued by petitioner and 
designated either 644% or 544% cumulative pre- 
ferred serial stock represented an indebtedness 
rather than a proprietary interest in the corpora- 
tion; and (2) whether an amount paid by petition- 
er is deductible as taxes. 
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The proceeding was submitted upon a stipula- 
tion of facts with attached exhibits and the testi- 
mony of three witnesses. We find the facts to be 
as stipulated and, from the testimony of the wit- 
nesses, find that the two classes of preferred stock 
issued by petitioner as hereinafter set out were not 
listed upon any stock exchange but were dealt in, in 
‘over-the-counter’? transactions, in which accrued 
dividends, prior to the actual declaration of a divi- 
dend, were generally taken into consideration in 
substantiallv the same manner and to the same ex- 
tent as accrued interest upon bonds is usually taken 
into consideration upon purchase or sale. All other 
facts hereinafter set out are taken from the stipu- 
lation of the parties. 

Petitioner is a corporation organized in 1923 un- 
der the laws of Delaware and is qualified to do 
business in the State of California. [ts principal 
place of business is in Los Angeles, California, and 
its income tax returns for the taxable years were 
filed with the collector of internal revenue for the 
sixth district of California. Its books of account 
were kept and its returns of Income were made on 
the cash basis. 

Petitioner was incorporated by persons affilated 
with the Pacific Southwest Trust & Savings Bank 
and the First National Bank of Los Angeles for 
the purpose of acquiring, and thereafter owning 
and operating, all of the real estate properties 
owned by the first mentioned bank and one parcel 
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of real estate owned by the second mentioned bank, 
and for the further purpose of providing addition- 
al bank premises as the growth of the banks re- 
quired. The principal reason for organizing peti- 
tioner was to avoid ‘‘the locking up of too great a 
proportion” of the capital and surplus of the banks 
in real estate owned by them. 

The total authorized capital stock of the corpora- 
tion was 100,000 shares, divided into 50,000 shares 
of preferred of the par value of $100 each and 
50,000 shares of common with no nominal or par 
value. The original articles of incorporation pro- 
vided for the issuance of 23 series of 644 percent 
cumulative preferred serial stock, to be designated 
by the letters A to W, both inclusive, each series 
to be for the number of shares shown (ranging be- 
tween 1,100 and 3,950) and to be ‘‘redeemable at 
their par value plus all unpaid, accrued, or accu- 
mulated dividends thereon.’’ Such cumulative pre- 
ferred serial stock could be issued as and when the 
board of directors should determine, [30] but it 
could not be issued except for the purpose of ac- 
quiring property suitable for one or more of the 
purposes of the corporation. The articles of imcor- 
poration also provided: 

* * * The aggregate indebtedness of the cor- 
poration secured by mortgage, deed of trust, 
or otherwise, shall not exceed in amount Fifty 
per cent (50%) of the appraised value of the 
property subject thereto. The total amount of 
preferred stock of the corporation at any time 
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outstanding shall not, together with the total 
bonded indebtedness of the corporation, exceed 
One Hundred per cent (100%) of the appraised 
value of the property of the corporation * * *. 


The 614 percent cumulative preferred serial stock 
was ‘‘entitled to receive in each year out of the 
surplus or net profits of the business of the corpora- 
tion, dividends at the rate of 644% per annum, and 
no more, upon the par value of said stock from date 
of issue, payable quarterly * * *.’? The dividends 
were cumulative and ‘‘if in any vear or years the 
dividends * * * shall not have been paid, such divi- 
dends shall be paid in full before any dividends 
shall be paid or set apart upon the common stock. 
The amount of any serial redemption of said pre- 
ferred stock, if overdue, shall be paid before any 
dividends shall be paid or set apart on the common 
stock.”’ 

In the event of liquidation, dissolution, or wind- 
ing up of the corporation, the holders of the pre- 
ferred stock were entitled, before any distribution 
could be made to the holders of the common stock, 
‘“‘to be paid out of the surplus profits * * *, or in 
case such profits shall be insufficient, then from the 
general assets of this corporation, an amount equal 
to 105% of the par value of said stock.’’ Upon the 
maturity date specified in each series the shares 
were to ‘‘be redeemed at par, plus unpaid, accrued, 
and accumulated dividends thereon * * *.’’ In the 
event the corporation should fail to redeem the stock 
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at such time and place, the holders were to ‘‘have 
the right to enforce payment of the par value of 
said stock so agreed to be redeemed, together with 
the amount of any unpaid, accrued, or accumulated 
dividends thereon, the same as on any uncondi- 
tional claim or debt against the corporation * * *.”’ 
The preferred stock was to have no voting power, 
the sole voting rights being vested in the holders 
of the common stock. In the event that any divi- 
dend on the preferred stock should not be paid when 
pavable and should remain unpaid for ninety days, 
then so long as such dividend or any part thereof 
should remain unpaid, the issued and outstanding 
preferred stock was to be exclusively entitled to 
the voting power. 

All of the common stock of petitioner, except di- 
rectors’ qualifying shares, was issued to the First 
Securities Co., an affiliate of petitioner. All of the 
stock of First Securities Co. and all of the stock of 
the two banks above named was owned by the Los 
Angeles Trust & Safe Deposit Co. as trustee in trust 
for the benefit of the owners of beneficial [81] cer- 
tificates issued by the trustee. All of the stock of 
the trustee was likewise owned by the First Se- 
curities Co. 

Pursuant to the original articles of incorpora- 
tion during the years 1923, 1924, and 1925 petition- 
er issued and sold 644 percent cumulative preferred 
serial stock of the total par value of $4,500,000 in 
23 series designated A to W, inelusive. Series A 
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matured and became payable on July 1, 1929, and 
one of the remaining series matured and became 
payable on July 1 of each year thereafter to and 
including the year 1951. The certificates were re- 
deeinable at par ‘‘plus all unpaid, accrued, or ac- 
cumulated dividends thereon’’, and entitled the 
owners ‘‘to receive in each year out of the surplus 
or net profits of the business of the corporation, 
dividends at the rate of 616% per annum, and no 
more, upon the par value of said stock from date 
of issue * * *.’’ The certificates also contained the 
essence of article fourth of the original articles of 
incorporation, including the provisions quoted 
above. During the vears 1924 and 1925 petitioner 
also issued and sold its 544 percent coupon bonds 
of a total face value of $3,000,000. The proceeds 
derived from the sale of the preferred stock and 
bonds were used for the purchase of real estate suit- 
able for the purposes of the corporation. 

In connection with the issuance and sale of pe- 
titioner’s 6144 percent cumulative preferred serial 
stock in 1923 a prospectus was published by the 
First Securities Co. Therein it was stated that pe- 
titioner proposed to issue at that time $3,000,000 
of 5144 percent first mortgage bonds and 3,000,000 
614 percent cumulative preferred stock and to hold 
in its treasury the balance of the authorized pre- 
ferred stock for issuance from time to time as the 
needs of the company should require. The prospec- 
tus also stated: ‘“‘it is the intention of the Realty 
Company (petitioner) to finance its present needs 
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by equal amounts of Preferred Stock and Bonds 
* * *, The annual maturities of bonds and stocks 
will serve to increase the original equity as the dif- 
ferent series mature and are retired’’, and ‘‘The 
614% Cumulative Preferred Serial Stock is, in 
opinion of counsel, free from the Personal Prop- 
erty Tax in California and likewise free from the 
Normal Federal Income Tax.”’ 

Series A of the 614 percent cumulative preferred 
serial stock matured and was redeemed on July 1, 
1929. Series B to G, inclusive, matured and were 
redeemed respectively on July 1 of each year there- 
after to and including 1935. At the beginning of 
the year 1936 614 percent cumulative preferred se- 
rial stock of a total par value of $3,766,500 was 
issued, outstanding, and unmatured. During the 
vear 1936 all of said securities were redeemed and 
retired. During the year 1936 petitioner made pay- 
ments to holders of said 644 [82] percent cumu- 
lative preferred serial stock at the rate of 64% per- 
cent per annum of the par value thereof, or $65,- 
300.63 as provided in the certificates. 

At the time the securities referred to above were 
issued petitioner had a lease agreement with the Pa- 
cific Southwest Trust & Savings Bank under which 
the bank had obligated itself to pay as rental a sum 
which, with the other income of petitioner, would 
be sufficient to pay all of petitioner’s operating ex- 
penses and in addition all interest, dividend, and 
amortization charges on its outstanding bonds and 
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preferred stock. The bank, as lessee, agreed to pay 
petitioner $420,000 per annum for said property, 
the term of the lease being 30 years from and after 
duly 1, 1923. 

On December 16, 1927, petitioner’s articles of in- 
corporation were amended. A copy of article fourth 
as amended is attached to the stipulation of facts. 
There were no substantial changes made with re- 
spect to preferences, privileges, and other rights of 
the holders of preferred stock, but the amended ar- 
ticle provided for a total authorized capital stock 
of 125,000 shares, divided into 75,000 shares of pre- 
ferred stock of the par value of $100 each and 
50,000 shares of common stock having no nominal 
or par value. During the year 1928, pursuant to the 
authority contained in the article as amended, pe- 
titioner issued and sold its securities designated 
514 percent cumulative preferred serial stock of 
the total par value of $1,000,000. The proceeds de- 
rived therefrom were used for the purchase of real 
estate suitable for the purposes of the corporation. 
The certificates were issued in 22 series designated 
AA to VV, melusive, payable on July 1, 1939, and 
successively thereafter on July 1 of each year to 
and including the year 1960. Each certificate recited 
that on April 20, 1928, the board of directors ‘‘de- 
termined upon the issuance of $1,000,000 (10,000 
shares) fixed dividend rate, 544%, fixed redemption 
premium, 2% ($102.00 per share), designations and 
maturities as follows: (Schedule).’’ 
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The prospectus issued in connection with the 514% 
percent cumulative preferred serial stock stated: 
With the completion of the present stock 
sale, the Pacific Southwest Realty Company 
will have outstanding $4,500,000 614% Cumu- 
lative Preferred Serial Stock, and $1,000,000 
514% Cumulative Preferred Serial Stock, in 
addition to 50,000 shares Common Stock of no 
pair value, owned by the First Securities Com- 
pany. 

With the completion of the present financing 
on or about July 2, 1928, there will be outstand- 
ing $5,100,000 of first mortgage bonds. The ag- 
evegate total par value of outstanding pre- 
ferred stocks and bonds will then be $10,- 
600,000. 


The prospectus also stated that the stock being 
offered was, ‘‘in opinion of counsel, free from the 
Personal Property Tax in California and likewise 
free from the Normal Federal Income Tax.’’ [33] 

During the year 1936 all of the 5144 percent cumu- 
lative preferred serial shares of the par value of 
$1.000,000 were outstanding. All of them were re- 
deemed and retired during the vear 1937. During 
the vears 1936 and 1937 petitioner made payments 
to the holders of said securities as provided in the 
certificates at the rate of 514 percent of the par 
value thereof or $55,000 during the vear 1936 and 
$41.250 during the vear 1937. 

The payments made by petitioner to the holders 
of its 644 percent cumulative preferred serial stock 
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and 514 percent cumulative preferred serial stock 
were authorized by resolutions of the board of di- 
rectors of petitioner. A true copy of one of the reso- 
lutions is attached to the stipulation. It declares a 
‘“reoular quarterly dividend of $1.37144 a share on 
the 514% Cumulative Preferred Sernal Stock of 
this corporation, amounting to $13,750 * * * out of 
the earned surplus of the corporation’’ and directs 
‘“‘that the amount thereof be set aside and trans- 
ferved to ‘Dividend Declared’ account.’’ 

The 51% percent cumulative preferred serial stock 
had been sold by the petitioner at discounts of $3 
and $5 per $100 par value, the discount aggregating 
$46,858. It is stipulated that if the discount at which 
said securities were sold was a deductible expense, 
it was an expense which it was proper to amortize 
and deduct over the life of the securities and 
$1,833.26 of said discount expense was properly al- 
locable to the year 1936 and $31,275.39 was prop- 
erly allocable to the year 1937. 

During the year 1936 petitioner redeemed and 
retired all of its then outstanding 614 percent cumu- 
lative preferred serial stock for the face value 
thereof ($3,766,500) plus a total premiuin of $182.,- 
025. During the year 1937 it redeemed and retired 
all of its then outstanding 514 percent cumulative 
preferred serial stock for the face value thereof 
($1,000,000) plus a total premium of $20,000. 

During the year 1929 petitioner sold certain real 
property located in the city of Los Angeles, Cali- 
fornia, under a conditional sales contract. Under 
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the provisions of the contract petitioner retained 
title to the property until the purchase price was 
paid. On November 15, 1935, by reason of the de- 
fault of the purchaser of the property, petitioner 
canceled the sales contract and repossessed the prop- 
ertv. At the time the property was repossessed by 
petitioner there were assessed but unpaid property 
taxes against it in the amount of $5,618.35. These 
taxes were payable one-half on or before Decem- 
ber 5, 1935, and one-half on or before April 20, 1936. 
During the year 1936 petitioner paid said property 
taxes in full. Petitioner deducted said sum of 
$5,618.35, under the provisions of section 23 (¢) 
of the Revenue Act of 1936, in computing its net 
taxable income for the vear 1936. [84] 

In its income tax return for the year 1936 pe- 
titioner failed to take deductions for the payments 
made on its securities designated 644 percent cumu- 
lative preferred serial stock and 514 percent cumu- 
lative preferred serial stock, failed to take deduc- 
tion for the portion of the discounts at which its 
securities designated 5144 percent cumulative pre- 
ferred serial stock were issued and sold which was 
allocable to the year 1936, and failed to take a de- 
duction for the premium paid upon the redemption 
of its securities designated 6144 percent cumulative 
preferred serial stock. In its income tax return for 
the vear 1936 petitioner reported net taxable income 
in the amount of $562,740.52 and a tax liability in 
the amount of $83,251.08. Petitioner paid this tax 
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in installments as follows: $20,812.77 on March 15, 
1937, and like amounts on June 12, September 13, 
and December 13, 1937. Petitioner’s return for the 
year 1936 was filed on March 15, 1937. 

Upon examination of petitioner’s income tax re- 
turn for the year 1936 the Commissioner disallowed 
the deduction taken by petitioner for real estate 
taxes in the amount of $5,618.35 and determined the 
net income of petitioner for the year 1986 to be 
$568,358.87. The deficiency for the year 1936 in the 
amount of $842.75 resulted from the disallowance 
of said deduction and the consequent increase in 
petitioner’s net income. In redetermining petition- 
er’s net income for the year 1936 the Commis- 
sioner did not allow any deductions for the pay- 
ments made by petitioner during said year on its 
securities designated 614 percent cumulative pre- 
ferred serial stock and 514 percent cumulative pre- 
ferred serial stock, did not allow a deduction for any 
portion of the discount at which petitioner’s securi- 
ties designated 514 percent cumulative preferred 
serial stock were issued, and did not allow a deduc- 
tion for the premiums paid by petitioner upon the 
redemption of its securities designated 614 percent 
cumulative preferred serial stock. 

On March 6, 1940, petitioner filed with the col- 
lector of internal revenue for the sixth district of 
Jalifornia, at Los Angeles, California, its written 
claim for refund of income taxes overpaid by it 
for the year 1936 in the amount of $53,900.53, set- 
ting forth therein the same facts and grounds here- 
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in alleged and relied upon. A true copy of said 
claim for refund is attached to the petition herein. 
Tn its income tax return for the year 1937 peti- 
tioner deducted as interest paid the payments made 
on its securities designated 514 percent cumulative 
preferred serial stock in the amount of $41,250, de- 
ducted the sum of $31,275.39 as the portion of the 
discount at which said securities were issued and 
sold which was properly allocable to the year 1937, 
and deducted the premium paid in the amount of 
$20,000 upon the redemption of the securities. The 
Commissioner refused to allow these deductions. [35] 
On May 22, 1940, petitioner paid to the collector 
of internal revenue for the sixth district of Califor- 
nia the deficiencies in income taxes proposed to be 
assessed against it for the years 1936 and 1937. The 
payments were as follows: $842.75 tax and $161.09 
interest, or a total payment of $1,003.84 for the year 
1936, and $13,878.81 tax and $1,820.21 interest, or 
a total payment of $15,699.02 for the year 1937. 
Petitioner contends that the securities designated 
614 percent or 514 percent ‘‘Cumulative Preferred 
Serial Stock’? were not what they purported to be 
—evidence of a proprietary interest in the corpora- 
tion—but that collectively they represented an ob- 
ligation of the corporation to make repayment to 
the holders and in the meantime to pay them in- 
terest. It therefore argues that it is entitled to de- 
duct, as interest, the amounts paid under and pur- 
suant to the corporate resolutions as dividends. It 
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also contends that it is entitled to deduct the por- 
tion of the discount properly allocable to the year 
1936 and the premium paid during each of the years 
in connection with the redemption of the two classes 
of stock. Inasmuch as the latter deductions are prop- 
er if the securities were in fact obligations and the 
anount paid was interest (art. 22 (a)-18, Regula- 
tions 94), the three contentions may be considered 
together. 

Numerous cases have been decided by the courts 
or this Board involving the same general question. 
None of them attempt to lay down any ‘‘compre- 
hensive rule by which the question presented may 
be decided in all cases, and ‘the decision in each 
case turns upon the facts of that case’.’’? Proctor 
Shop, Inc., 30 B. T. A. 721, 725, and cases cited. 
“Tf it be shown that dividends paid are, according 
to the intent of the parties, in fact interest, and the 
stock on which the dividends are paid is merely 
held by the creditor as security, it makes no dif- 
ference what the reason was for paying in that 
form. The courts look to the real character of the 
payment * * *.’’ Wiggin Terminals, Inc. v. United 
States, 36 Fed. (2d) 893, 898, quoted with approval 
by the Cireuit Court of Appeals for the Ninth Cir- 
cuit in affirming the decision of the Board in Proc- 
tor Shop, Inc., supra; 82 Fed. (2d) 792. Cf. Bo- 
linger-Franklin Lumber Co., 7 B. T. A. 402; Com- 
missioner v. O. P. P. Holding Corpovation, 76 Fed. 
(2d) 11, affirming O. P. P. Holding Corporation, 
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30 B. T. A. 337; Jewel Tea Co. v. United States, 90 
Fed. (2d) 451; Helvering v. Richmond, F. & P. R. 
Co., 90 Fed. (2d) 971, affirming Richmond, Fred- 
ericksburg Potomac Railroad Co., 33 B. T. A. 895; 
Brush-Moore Newspapers, Inc., 37 B. T. A. 787; 
Commissioner v. Palmer, Stacy-Merrill, Inc., 111 
Fed. (2d) 809, affirming Palmer, Stacy-Merrill, Ine., 
37 B. T. A. 530; and Commissioner v. Schmoll Fils 
Associated, Inc., 110 Fed. (2d) 611, reversing 
Schmoll Fils Associated, Inc., 39 B. T. A. 411. [386] 

It is true, as petitioner points out upon brief, that 
the cited cases establish some general principles— 
the name given by the parties to a particular secur- 
itv or to the payments made thereunder is not con- 
clusively determinative; the true nature and char- 
acter are to be determined not only from the terms 
and conditions of the security, but also from a con- 
sideration of all the facts and circumstances sur- 
rounding its issuance, including evidence aliunde 
the contract; and in every case the basic difference 
between the relationship of corporation and stock- 
holder on the one hand and debtor and creditor on 
the other must always be kept in mind. We there- 
fore examine the evidence and the stipulated facts 
in the hght of these principles. 

The only evidence aliunde the contract in the in- 
stant proceeding is that upon which we have based 
our finding to the effect that generally, in the pur- 
chase and sale of the certificates, dividends, though 
not declared, were taken into consideration in sub- 
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stantially the same manner and to substantially the 
same extent as accrued interest upon bonds is usu- 
ally taken into consideration upon purchase and 
sale. There was no evidence, as in Proctor Shop, 
Ine., and some of the other cited cases, indicating 
either that the issuing company desired to borrow 
money or that the holders were unwilling ‘‘to stand 
in the relation of a stockholder to the corporation.”’ 
The facts show quite the contrary. The letter sent 
to prospective purchasers of the preferred stock, 
inviting them to subscribe for it, advised that the 
company proposed to finance its ‘‘present needs 
through the issuance of approximately equal 
amounts of preferred stock and bonds.’’ The en- 
closed prospectus contained the same general state- 
ment, each indicating that the initial capital was to 
be obtained by borrowing 50 percent of the neces- 
sarv amount through the issuance of bonds, while 
the remainder was to be obtained through the sale 
of preferred stock. This plan was carried out and 
$3,000,000 of each was issued and sold. Both were 
later increased, so that prior to April 1, 1928, the 
company—in the language of its second prospectus 
—‘‘had * * * sold for cash to institutions and in- 
vestors an aggregate of $5,000,000 First Mortgage 
14% Bonds and $4,500,000 644% Cumulative Pre- 
ferred Serial Stock.’’ At that time $985,000 of its 
bonds had been retired. Then it was that the com- 
pany decided to amend its articles of incorpora- 
tion to permit it to issue $1,000,000 514 percent cu- 
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mulative preferred serial stock so that ‘‘with the 
completion of the present stock sale’’ there would 
be. as there ultimately were, $5,500,000 outstanding 
cumulative preferred serial stock and $5,100,000 
of first mortgage bonds. 

The facts referred to above indicate that peti- 
tioner intended the holders of the certificates to be- 
come, and to be, stockholders rather than creditors. 
It is apparent from the articles that petitioner 
never [387] intended to ‘‘borrow’’ more than 50 per- 
cent of its funds. Thus it is stated: ‘‘The aggregate 
indebtedness of the corporation secured by mort- 
gage, deed of trust, or otherwise, shall not exceed in 
amount Fifty per cent (50%) of the appraised value 
of the property subject thereto. The total amount 
of preferred stock of the corporation at any time 
outstanding shall not, together with the total bond- 
ed indebtedness of the corporation, exceed One Hun- 
dred per cent (100%) of the appraised value of the 
property of the corporation.’’ If the preferred stock 
be held to be indebtedness, ‘‘secured by mortgage, 
deed of trust or otherwise’’,* and unless the ap- 
praised value of the property was greatly in excess 
of its actual cost, which we hesitate to assume, then 
this provision of petitioner’s charter was violated ; 
for while the aggregate of the admitted bonds, plus 
the ‘‘so-called’’ preferred stock was $10,600,000, 
‘the ageregate cost of the Company’s properties 
including those heretofore owned with those now 
being purchased, and including the new buildings 


*Italies appear in original. 


vs. Comm’r of Internal Revenue D0 


which have been erected, (according to the pros- 
pectuis) will be in excess of $11,200,000.’’ 

Moreover, there are several other circumstances 
which collectively convince us that both the issuing 
corporation and those who ultimately became hold- 
ers of the securities intended that the relationship 
between them was to be that of corporation and 
stockholder rather than debtor and creditor, Each 
prospectus contained in its heading, in bold type, 
‘In opinion of counsel, exempt from Normal Fed- 
eval Income Tax,’’ and a more detailed statement 
to the same effect in the body of the document. No 
evidence was introduced to show whether the hold- 
ers of the securities so treated the income derived 
from the seeurities—i.e., as dividends and subject 
onlv to surtax (see for example section 25, Revenue 
Act of 1928)—but it may be assumed, in the ab- 
sence of any proof to the contrary, that thev relied 
upon the statements contained in the prospectuses. 
In any event it is not wholly without significance 
that petitioner treated the payments as dividends 
upon its books and in all of its returns of income 
prior to 1937. Manifestly the representation that 
the income was ‘‘free from Normal Federal Income 
Tax’ would be true only if the securities were pre- 
ferred stock. In determining whether they were, or 
were not, what they purport to be. we must look, 
not only to the language of the certificates, but to 
the articles and amended articles of incorporation. 
They specify, in considerable detail, not only that 
preferred stock be issued, but also require that ‘‘Be- 
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fore the issuance of any such stock, the President 
of the Corporation shall file a certificate in the 
office of the corporation setting forth in detail the 
property purchased or to be purchased with the 
proceeds of the sale of such stock.’’ The stock so 
‘issued was to ‘‘be entitled to receive in each year out 
of the surplus or net profits [38] of the business of 
the corporation, dividends at the fixed dividend 
rate’’ specified in the certificates. If in any year 
‘‘the dividends”? on such stock have not been paid 
‘such dividends shall be paid in full before any 
dividends shall be paid or set apart upon the com- 
mon stock.’’ The use of the word ‘‘dividends’’ many 
times in the articles of incorporation and the re- 
quirement that payment of such be made ‘‘out of 
the surplus or net profits’? can not be ignored. 
Wholly absent from the articles is any requirement 
that the annual payments upon the certificates be 
made regardless of earnings, except for the pro- 
visions which we shall now discuss and upon which 
petitioner places its chief reliance. 

Each series was to ‘‘be redeemed at par, plus 
unpaid, accrued, and accumulated dividends there- 
on.’ ‘‘In the event that the corporation shall fail 
to redeem * * * at such time and place, the holders 
thereof shall have the ght to enforce payment of 
the par value of said stock so agreed to be redeemed, 
together with the amount of any unpaid, accrued, 
or accumulated dividends thereon, the same as on 
any unconditional claim or debt against the corpora- 
tion * * *,’’ ‘In the event of any liquidation, disso- 
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lution, or winding up of the corporation, * * * the 
holders * * * shall be entitled, before any distribu- 
tion shall be made to the holders of the common 
stock, to be paid out of the surplus profits arising 
from the business of this corporation, and then re- 
maining intact, or in case such profits shall be in- 
sufficient, then from the general assets of this cor- 
poration, an amount equal to 105% of the par value 
of said stock.’’ These provisions, petitioner con- 
tends, make the securities an ‘‘indebtedness.”’ Re- 
spondent denies that they have any such effect, 
points out that the right to enforce the payment 
as an unconditional claim or debt appears to be 
limited to the holders of any series then in default, 
which, so far as this record shows, never occurred, 
and argues that ‘‘the interest of any person in the 
assets of a corporation must necessarily he either 
as a creditor or as a proprietor’’, but can not be 
both at the same time. 

In practically every case decided by the courts 
or this Board it has been pointed out that each case 
must be decided on its own particular facts. Dayton 
& Michigan Railroad Co., 40 B. T. A. 857; Trianon 
Hotel Co., 44 B. T. A. 1078. **The authorities afford 
us no very certain guide in solving the difficult prob- 
lem before us, but vary with the particular facts of 
each case.’? Commissioner v. Schmoll Fils <Asso- 
ciated, Inc., supra. Many facts and circumstances in 
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the instant proceeding indicate that the corporation 
and the purchasers of the securities intended that 
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the relation should be proprietary rather than that 
of a creditor and debtor. Some of the significant 
facts and cireumstanees upon which we have relied 
in reaching our conclusion have [39] already been 
referred to. Others are: The name given to the se- 
curities by petitioner in its articles of ineorpora- 
tion, in its letters and prospectuses, and in the 
securities themselves. While the name given is not 
determinative, it should not lightly ‘‘be assumed 
that the parties have given an erroneous name to 
their transaction.’’ Schmoll Fils Associated, Inc., 
supra; I, Unterberg»& Co., 2 B. T. cA. 274m 
tucky River Coal Corporation, 3 B. T. A. 644; H. 
R. DeMilt Co., 7 B. T. A. 7. There is no evidence 
in the record indicating that either petitioner or 
the holders prior to the taxable years ever con- 
tended that there was anv misnomer. Nor should 
it be overlooked that the certificates specifically 
referred to the holders as ‘‘stockholders’’ and to 
the payments as ‘‘dividends’’, that no payments 
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were ever made except following the declaration of 
a dividend, and that all payments were made from 
profits. The dividends, after declaration, were set 
aside and transferred to ‘‘dividend declared’’ ac- 
count. 

Meridian & Thirteenth Realty Co., 44 B. T. A. 
865, decided since briefs were filed in the instant 
proceeding lends some support to petitioner’s con- 
tention. It was there held that a security desig- 
nated preferred stock, having a fixed maturity 
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date, and requiring the pavment of the agreed 6 
percent regardless of profits represented an in- 
debtedness. The proceedings are distinguishable 
in that in the cited case there was no evidence that 
any bonds had been issued by the corporation or 
that it had any other outstanding evidence of debt; 
a conclusion that the securities were in fact obh- 
gations did not require a holding that the cor- 
poration had violated its articles of incorporation; 
no representations were made that the securities 
were free from the normal Federal income tax; the 
company had not represented in connection with 
the issuance of such stock that it proposed to 
finance its needs through the issuance of equal 
amounts of preferred stock and bonds; and the 
issuing company had not, as in the imstant pro- 
eeeding, given the holders of the preferred stock 
a right to vote in the event of default in the pay- 
ment of dividends, though withholding from the 
bondholders such privilege. Moreover, we think it 
is quite doubtful, in spite of the provision con- 
tained in the articles of incorporation and in the 
certificates purporting to give the holders of the 
preferred stock rights which they might enforce 
as ereditors, that any such rights could be en- 
forced under the stipulated facts to the detriment 
of general creditors or bondholders. 

We are of the opinion and hold that the securi- 
ties were what they purported to be. Compare 
Brown-Rogers-Dixson Co. v. Commissioner (C. C. 
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A., 4th Cir.), —— Fed. (2d) —— (Aug. 26, 1941). 
It follows that the respondent committed no er- 
ror in denying the claimed deductions for interest, 
discount, and premiums. [40] 

The petitioner’s next contention is that it is 
entitled to a deduction of $5,618.35, for real estate 
taxes paid by it in 1936. The amount in question 
was assessed on May 1, 1935, when the real estate 
was in the possession of petitioner’s vendee under 
the conditional sales contract. Petitioner repos- 
sessed the property on November 15, 1935, the 
vendee having defaulted in the payment of the 
purchase price. The taxes were payable one-half 
on or before December 5, 1935, and one-half on 
or before April 20, 1936. Petitioner paid the en- 
tire amount during 1936 and in its income tax re- 
turin for that year claimed a deduction in that 
amount as ‘‘taxes.’’ Respondent disallowed the de- 
duction on the ground that the amount paid con- 
stituted additional cost of the property repos- 
sessed. 

The petitioner contends that it was the legal 
owner of the property and, as such, legally respon- 
sible for the payment of the taxes at the time of 
assessment. It argues, therefore, that it should be 
allowed the deduction since the amount repre- 
sented taxes paid after, but which accrued before, 
repossession of the property. In support of its 
contention it cites and relies upon two unreported 
memorandum decisions of this Board wherein less- 
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ors of property were allowed to deduct taxes as- 
sessed during the time repossessed property was 
in the possession of the lessees. The conclusion 
that a lessor may deduct the taxes paid by him 
upon his property, notwithstanding the fact that a 
lessee may have covenanted to pay them as part of 
the consideration for the oceupaney of the prop- 
erty, is not particularly helpful in determining 
the question now before us. 

Respondent concedes that petitioner retained 
the legal title to the property which it sold in 
1929. He takes the position, however, that it was 
a bare, naked legal title; that the equitable title 
was in the purchaser from the time of the sale im 
1929; that it remained in him nntil the property 
was repossessed by the petitioner in November 
1935; and that petitioner, having sold the property, 
had no alternative except to give the purchaser 
legal title upon payment of the agreed purchase 
price. He therefore contends that petitioner was 
holding the legal title to the property more in the 
nature of a trustee for the benefit of the purchaser 
than as an owner of the property as that term is 
ordinarily understood. He insists that, masmuch 
as the taxes in question were assessed and became 
a lien against the property in March 1935, peti- 
tioner was paying an obligation, or an accrued lia- 
bility, of its vendee when it, in 1986, paid the 1935 
real estate taxes. 

The parties have stipulated that the property 
was sold by petitioner during 1929 under a condi- 
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tional sales contract. The contract was not intro- 
duced in evidence. A ‘‘conditional sale’’ has been 
defined to be a contract for the sale of property 
under which possession is delivered [41] to the 
buyer, but title is retained in the seller until the 
performance of some condition, usually the pay- 
ment of the purchase price. 55 C. J. 1192. The 
rights of the vendor and vendee under such a con- 
tract have been discussed by the courts of Cali- 
fornia in a number of cases. In Oaks v. Kendall, 
73 Pae. (2d) 1255; 23 Cal. App. (2d) aime 
cout pointed out that the vendor under such a con- 
tract retains an absolute right to hold the prop- 
erty as security for the payment of the purchase 
money according to the express terms of the con- 
tract, and quoted with approval the following ex- 
eerpt from 25 California Jurisprudence, p. 762, 
see. 930: 

* * * In the ordinary executory contract 
for the sale of real property the vendor re- 
tains title as security for the payment of the 
purchase money and as trustee for the pur- 
chaser, who has only an equitable estate in 
the land. The position of the vendor is similar 
in some respects to that of a mortgagee. He 
has no greater rights than he would possess 
if he had conveved the land and taken back a 
mortgage for unpaid purchase money, or than 
is held by a mortgagee who takes for his se- 
curity a conveyance absolute in form instead 
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of a formal mortgage, except that he is not 
restricted to a remedy by foreclosure. A vendor 
is frequently said to have a hen on the prop- 
erty so long as he retains title, though prop- 
erly speaking he has no hen, nor any need of 
one, since he has the complete legal title which 
he holds as a pledge for payment of the pur- 
chase money. 


In San Diego County ex rel. Whelan v. Davis, 
33 Pac. (2d) 827, involving the question of ha- 
bility for property tax on an automobile, the Sn- 
preme Court of California, per curiam, said: 

The tax must be levied on the owner of the 
property, but this does not necessarily mean 
the holder of the legal title. In a conditional 
sale, the title in the seller is for security only, 
to assure the payment of the purchase price. 
It carries with it none of the ordinary inci- 
dents of ownership. The buyer has the posses- 
sion and use of the property to the complete 
exclusion of the seller subject only to the sell- 
er’s remedies in case of default. Both in a prac- 
tical and a legal sense the buver ts the beneficial 
owner. 


In Thompson on Real Property, vol. 5, sec. 4526, 
the author states: ‘‘There can be no sensible dis- 
tinction between the case of a legal title conveyed 
to secure the payment of a debt and a legal title 
retained to seeure pavment.”” While there are some 


64 Pacific Southwest Realty Co. 


points of difference between the relation of vendor 
and vendee under a conditional sales contract and 
that of equitable mortgagee and mortgagor where 
the vendee holds an equity which is subject to fore- 
closure by the vendor, we do not think the differ- 
ence is of such a substantial nature as to warrant 
the allowance of a deduction for taxes when paid 
by the vendor after the property is repossessed 
although such allowance would not be granted fol- 
lowing foreclosure of the mo1tyage by the equit- 
able mortgagee. 

Under the laws of California, the liability for 
county and city taxes is determined by the owner- 
ship of property on the first Monday [42] in March. 
Galiforma Sanitary Co., Lid., 32 B. U Agee 
Crown Zellerbach Corporation, 43 5B. T. A. 541 Con 
appeal C. C. A., 9th Cir.). (Sec. 3628, Political Code 
of California.) Petitioner’s vendee was the bene- 
ficial owner and had possession and control of 
the property on that date, and thus became hable 
for the payment of the real estate taxes here in- 
volved. Petitioner’s payment of such taxes in 1936, 
after it had repossessed the property in November 
of 1935, does not in our opinion make such taxes 
its taxes or entitle it to the claimed deduction. Cf. 
Commissioner. Goward, 110 Fed. (2d) 725; Tame 
son v. Commissioner, 98 Fed. (2d) 508; certiorari 
denied, 305 U. 8. 662; Estate of Lucy S. Shieffelin, 
4 B. T. A. 137; Helvering v. Missouri State Life 
Insurance Co., 78 Fed. (2d) 778; John Hancock 
Mutual Life Insurance Co., 10 B. T. A. 736. 
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Finding no error in the deficiencies determined 
by the respondent they must be approved. It fol- 
lows that petitioner’s claim for overpayment can 
not be allowed. 


Decision will be entered for the respondent. [43] 


United States Board of Tax Appeals 
Washineton 


Docket No. 102605 


PACIFIC SOUTHWEST REALTY CO., 
Petitioner, 
a7 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DECISION 


Pursuant to the determination of the Board, as 
set forth in its opinion promulgated October 24, 
1941, it is Ordered and Decided: That there are 
deficiencies in income tax for the calendar vears 
1936 and 1937 in the respective amounts of $842.75 
and $13,878.81. 


Enter: 
(Signed) ARTHUR J. MELLOTT 
[Seal] Member. 


Entered: Oct. 27, 1941. [44] 
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[Title of Board and Cause.] 


PETITION FOR REVIEW BY THE UNITED 
STATES CIRCUIT COURT OF APPEALS 
FOR THE NINTH CIRCUIT. 


To the Honorable Judges of the United States 
Cireuit Court of Appeals for the Ninth Cir- 
Clit: 

Comes now Pacific Southwest Realty Company, 
by its attorneys, Claude I. Parker, John B. Mil- 
liken, Bayley Kohlmeier and L. A. Luce, and re- 
spectfully shows: 

Pacific Southwest Realty Company respectfully 
petitions the United States Circuit Court of Ap- 
peals for the Ninth Cireuit to review the decision 
of the United States Board of Tax Appeals en- 
tered on October 27, 1941 (Opinion promulgated 
October 24, 1941, 45 B. 'T’. A. No. 74) in which the 
Board of Tax Appeals determined deficiencies in 
income taxes due from the petitioner for the calen- 
dar years 1936 and 1937 in the amounts of $842.75 
and $13,878.81, respectively, and further deter- 
mined that petitioner was not entitled to a refund 
of taxes paid by it for the year 1936. [45] 


if 
Jurisdiction 
Petitioner is a corporation dulv organized and 
existing under the laws of the State of Delaware 
and has its principal office in the City of Los An- 
geles, State of California. Petitioner’s income tax 
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returns for the years 1936 and 1937 were filed with 
the Collector of Internal Revenue for the Sixth 
Internal Revenue Collection District of Cahfornia 
located in the City of Los Angeles, State of Cali- 
fornia, and within the jurisdiction of the Cireuit 
Court of Appeals of the Ninth Judicial Cireuit. 
The jurisdiction of this Court to review the de- 
cision of the United States Board of Tax Appeals 
aforesaid is founded on Section 1141 Internal Rey- 
enue Code, Title 26, United States Code, Section 
AD Uwe C, A. : 

The Commissioner of Internal Revenue deter- 
mined deficiencies in petitioner’s income taxes for 
the years 1936 and 1937 in the amounts of $842.75 
and $13,878.81, respectively, and on February 21, 
1940, in accordance with the provisions of Section 
272 of the Internal Revenue Code sent to petitioner 
by registered mail a notice of said deficiencies. On 
March 6, 1940 petitioner filed with the Collector of 
Internal Revenue for the Sixth District of Cali- 
fornia, at Los Angeles, California, its written claim 
for refund of income taxes overpaid by it for the 
year 1936 in the amount of $53,900.53. On May 15, 
1940 petitioner filed its appeal to the United States 
Board of Tax Appeals from the aforesaid deter- 
mination of deficiencies and prayed therein for 
determination that there were no deficiencies due 
from petitioner for income taxes for the years 1936 
and 1937 and for a further determination that pe- 
titioner overpaid its income taxes for [46] the year 
1936 in the amount of $53,900.53. Said appeal was 
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called for hearing before the United States Board 
of Tax Appeals on February 20, 1941 at Los An- 
geles, California. A stipulation of facts was filed 
with the Board and oral and documentary evidence 
was presented. The Board of Tax Appeals ren- 
dered its decision approving the deficiencies de- 
termined by the Commissioner, as aforesaid, and 
further determining that the petitioner did not 
overpay its income taxes for the year 1936. Said 
decision was entered on October 27, 1941. 


II. 
Nature of Controversy 

The controversy herein involves petitioner’s cor- 
treet income tax liability for the years 1936 and 
1937. During the years 1936 and 1937 petitioner 
had outstanding certain securities designated 614% 
Cumulative Preferred Serial Stock and 546% Cu- 
mulative Preferred Serial Stock. Under the terms 
of petitioner’s certificate of incorporation and the 
terms and conditions on which the aforesaid se- 
curities were issued and sold, petitioner was re- 
quired to make quarterly payments, called divi- 
dends, to the holders of said securities at the rate 
of 614% and 514% per annum respectively of the 
par or face value of said securities. Petitioner was 
further required to repay to the holders of said 
securities the par value thereof, plus all accrued 
and unpaid so-called dividends, on or before a date 
specified in petitioner’s certificate of incorporation 
and set forth on the certificates which represented 
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said securities. It was further specifically pro- 
vided that in the event petitioner failed to redeem 
said securities at the time specified—‘‘the holders 
[47] thereof shall have the right to enforce pay- 
ment of the par value of said stock so agreed to be 
redeemed, together with the amount of any unpaid 
or accrued dividends thereon, the same as any un- 
conditional claim or debt against the corporation. 
% % # OD 

During the vear 1936 petitioner made payments 
of so-called dividends to the holders of said se- 
curities designated 614% Cumulative Preferred 
Serial Stock and 514% Cumulative Preferred Se- 
rial Stock in the amounts of $65,300.63 and $55,- 
000.00, respectively. During the year 1937 petition- 
er made payments of so-called dividends to the 
holders of 514% Cumulative Preferred Serial 
Stock in the amount of $41,250.00. Said securities 
designated 514% Cumulative Preferred Serial 
Stock were issued at discounts, $1,833.26 of which 
was allocable to the year 1936 and $31,275.39 of 
which was allocable to the year 1987. During the 
year 1936 petitioner redeemed all of its then out- 
standing 614% Cumulative Preferred Serial Stock 
at par, plus a premium of $182,025.00. During the 
year 1937 petitioner redeemed its 546% Cumula- 
tive Preferred Serial Stock at par, plus a premium 
of $20,000.00. 

During the year 1935 petitioner repossessed cer- 
tain real estate previously sold by it on a condi- 
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tional sales contract under which petitioner re- 
tained title to said property until the purchase 
price was paid. At the time of repossession, prop- 
erty taxes in the amount of $5,618.35 were assessed 
against said property but unpaid. During the year 
1936 petitioner paid said property taxes. In its in- 
come tax return for the year 1936 petitioner did 
not claim as deductions to $65,300.63 paid to the 
holders of the 644% Cumulative Preferred Serial 
Stoek, the $55,000.00 paid to the holders [48] of the 
514% Cumulative Preferred Serial Stock, the por- 
tion of the discount at whieh the 514% Cumulatige 
Preferred Serial Stock was issued: or the $182,- 
025.00 paid as a premium on the redemption of 
said 614% Cumulative Preferred Serial Stock. In 
said return petitioner did deduct as taxes paid the 
amount of $5,618.35 paid as taxes on the property 
repossessed, as aforesaid. On March 6, 1940 pe- 
titioner filed its claim for refund of taxes overpaid 
for the vear 1936, in which the aforesaid deduc- 
tions were claimed. 

Tn its income tax return for the year 1937 pe- 
titioner deducted the $41,250.00 paid by it to the 
holders of the 544% Cumulative Preferred Serial 
Stock as interest paid. deducted the amount of 
#€31,275.89 as the portion of the discount at which 
said 544% Cumulative Preferred Serial Stock was 
issued, which was allocable to the year 1937, and 
deducted the amount of $20,000.00 paid as premium 
on the redemption of the 514% Cumulative Pre- 
ferred Serial Stock. 
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The Commissioner of Internal Revenue deter- 
mined that the $5,618.35 paid by petitioner as taxes, 
as aforesaid, during the year 1936 was a capital 
expenditure and was not deductible as taxes paid, 
and determined a deficiency for the vear 1936 in 
the amount of $842.75. The Commissioner further 
determined that petitioner’s securities designated 
614% Cumulative Preferred Serial Stock and 5147, 
Cumulative Preferred Serial Stock were preferred 
stocks and not indebtedness of petitioner to the 
holders of said seenrities, that the payments thereon 
were dividends and were not interest and that the 
petitioner was not entitled to deductions for the 
payments made on said securities, for any portion 
of the discount for which [49] said securities were 
issued or for the premium paid on the redemption 
of said securities. The Commissioner refused to 
allow the deductions for the aforesaid items in com- 
puting the deficiency for the year 1936 and disal- 
lewed the deductions taken fer said items in pe- 
titioner’s income tax return for the year 1937. The 
Commissioner determined a deficiency for the vear 
1937 in the amount of $13,878.81. The Board of 
Tax Appeals in its decision approved the deter- 
minations of the Commissioner. 


TIT. 
ASSIGNMENTS OF ERROR. 


In making and rendering its decision, as afore- 
said, the United States Board of Tax Appeals com- 
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mitted the following errors on which your peti- 
tioner relies as the basis for this proceeding: 

The United States Board of Tax Appeals erred— 

1. In determining a deficiency in petitioner’s 
income tax for the year 1936 in the amount of 
$842.75. 

2. In failing to determine that petitioner over- 
paid its income taxes for the year 1936 in the 
amount of $538,900.53. 

3. In determining a deficiency in petitioner’s 
income tax for the year 1937 in the amount of 
$13,878.81. 

4. In determining that the securities issued by 
petitioner and designated as 644% Cumulative Pre- 
ferred Serial Stock were preferred stock. 

5. In failing and refusing to determine that the 
securities issued by petitioner and designated as 
614% Cumulative Preferred Serial Stock evidenced 
indebtedness of the petitioner to the holders of said 
securities. [50] 

6. In determining that the securities issued by 
petitioner and designated as 544% Cumulative Pre- 
ferred Serial Stock were preferred stock. 

7. In failing and refusing to determine that the 
securities issued by petitioner and designated as 
514% Cumulative Preferred Serial Stock evidenced 
indebtedness of the petitioner to the holders of said 
securities. 

8. In failing and refusing to determine that the 
sum of $65,300.63 paid by the petitioner during the 
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year 1936 to the holders of its securities designated 
616% Cumulative Preferred Serial Stock was in- 
terest paid on indebtedness within the meaning of 
Section 23(b) of the Revenue Act of 1936. 

9. In determining that the sum of $65,300.63 
paid by petitioner during the year 1936 to the 
holders of its securities designated 646% Cumula- 
tive Preferred Serial Stock was not deductible as 
interest paid on indebtedness. 

10. In failing and refusing to determine that 
the sum of $55,000.00 paid by the petitioner during 
the year 1936 to the holders of its securities desig- 
nated 514% Cumulative Preferred Serial Stock 
was interest paid on indebtedness within the mean- 
ing of Section 23(b) of the Revenue Act of 1936. 

11. In determining that the sum of $55,000.00 
paid by petitioner during the year 1936 to the 
holders of its securities designated 544% Cumu- 
lative Preferred Serial Stock was not deductible 
as interest paid on indebtedness. 

12. In failing and refusing to determine that 
the sum of $41,250.00 paid by the petitioner during 
the year 1937 to the holders [51] of its securities 
designated 514% Cumulative Preferred Serial 
Stock was interest paid on indebtedness within 
the meaning of Section 23(b) of the Revenue Act 
on 1936. 

13. In determining that the sum of $41,250.00 
paid by petitioner during the year 1937 to the 
holders of its securities designated 514%, Cumula- 
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tive Preferred Serial Stock was not deductible as 
interest paid on indebtedness. 

14. In failing and refusing to determine that 
petitioner was entitled to a deduction for the year 
1936 for the portion of the discount at which its 
securities designated 514% Cumulative Preferred 
Serial Stock were sold which was allocable to 1936. 

15. In failing and refusing to determine that 
petitioner was entitled to a deduction for the year 
1937 for the portion of the discount at which its 
securities designated 544% Cumulative Preferred 
Serial Stock were sold which was allocable to 1937. 

16. In failing and refusing to determine that 
petitioner was entitled to a deduction for the year 
1936 in the amount of $182,025.00 for the premium 
paid by petitioner during the year 1936 on the re- 
demption of its securities designated 644% Cumu- 
lative Preferred Serial Stock. 

17. In failing and refusing to determine that 
petitioner was entitled to a deduction for the year 
1937 in the amount of $20,000.00 for the premium 
paid by petitioner during the year 1937 on the re- 
demption of its securities designated 514% Cumn- 
lative Preferred Serial Stock. 

18. In failing and refusing to determine that 
petitioner was entitled to a deduction for real estate 
taxes paid by petitioner during the vear 1936 in 
the amount of $5,618.35. [52] 

Wherefore, your petitioner prays that this Hon- , 
orable Court may review the decision and order 
of the United States Board of Tax Appeals, set 
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aside the same and direct the entry of a decision 
by said Board determining that there are no de- 
ficiencies in income taxes due from the petitioner 
for the years 1936 and 1937 and further determin- 
ing that petitioner overpaid its income taxes for 
the year 1936 in the amount of $53,900.53 and for 
such other and further relief as to this Court may 
seem proper in the premises. 
Respectfully submitted, 
CLAUDE I. PARKER 
JOHN B. MILLIKEN 
BAYLEY KOHLMEIER 
808 ‘Bank of America Build- 
Los Angeles, California 
Attorneys for Petitioner. 
Of Counsel: 
ji, A IELTS 
937 Munsey Building, 
Washington, D. C. 


[Endorsed]: U. 8. B. T. A. Filed Dec. 26, 1941. 
[53] 
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[Title of Board and Cause.] 


NOTICE OF FILING PETITION FOR 
REVIEW 


To the Honorable Guy T. Helvering, Commissioner 
of Internal Revenue, Washington, D. C., and 
the Honorable J. P. Wenchel, Chief Counsel 
of the Bureau of Internal Revenue, Attorney 
for Respondent, Washington, D. C. 


You and each of you are hereby notified that on 
the 26th day of December, 1941, the Pacific South- 
west Realty Company filed with the Clerk of the 
United States Board of Tax Appeals its Petition 
for Review by the United States Cireuit Court of 
Appeals for the Ninth Cireuit of the decision of 
the United States Board of Tax Appeals hereto- 
fore rendered in the above entitled cause. 

A copy of the petition as filed is attached hereto 
and [54] served upon you. 


Dated: Dec. 26, 1941. 
CLAUDE I. PARKER, 
JOHN B. MILLIKEN 
BAYLEY KOHLMEIER 
808 Bank of America Build- 
ing 
Los Angeles, California 
Attorneys for Petitioner 
Of Counsel: 
L. A. LUCE 
937 Munsey Building, 
Washington, D. C. 
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Service of the foregoing Notice of Filing and a 
copy of Petition for Review is hereby acknowl- 
edged this 26th day of Dec., 1941. 

J. P. WENCHEL, 
C.A.R. 
Attorney for Respondent. 


[Endorsed]: U. S. B. T .A. Filed Dee. 26, 1941. 
[55] 


[Title of Board and Cause. ] 
STATEMENT OF EVIDENCE 


The following is a statement of the evidence sub- 
mitted to the United States Board of Tax Appeals 
in the above cause so far as is necessary to the as- 
signments of error filed herein. 

The above entitled case came on for hearing at 
Los Angeles, California before the Honorable Ar- 
thur J. Mellott, Member of the United States 
Board of Tax Appeals, on February 20, 1941, Claude 
I. Parker, Bayley Kohlmeier and Stuart T. Baron 
appearing on behalf of petitioner and E. A. Tonjes 
appearing on behalf of the respondent. 

After the opening statements by counsel for the 
parties there was offered and received bv the Board 
a Stipulation of Faets with exhibits attached there- 
to. A true copy of said Stipulation of Facts and the 
exhibits thereto is attached hereto as Exhibit No. 1 
and is by this reference hereby made a part of this 
Statement of Evidence. Thereupon there was of- 
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fered and received in evidence as Joint Exhibit A-1 
the income and excess-profits tax return of Pacific 
Southwest Realty Company for the year 1936. 
Thereupon there was offered and received in evi- 
dence as Joint Exhibit B-2 the income and [56] 
excess-profits tax return of the Pacific Southwest 
Realty Company for the year 1937. Photostatic 
copies of said returns are attached hereto and made 
a part hereof as Joint Exhibits A-1 and B-2. 
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14. Dividends paid credit (thin crectit allowed only to mutual investment | 
CUM PpatiiOs) 1 2 eee nce e990 nn ee enema 


{7 Normal-tax net incume (item 13 minus itema 14 and 16 of 14 and 16). 


— Ca 
In Tax on portion of item 17 not in exces of $2,000... - 
iy. Tes ce errtte ot Nem 17 in exces of S| 

5 iio oe eeecseesfecees = | 
2 29 ‘Tax on partion of item 07 in exc of $35,000 and not i ewes of ? 
$40,000. eS ne ee / 
21 Tax o0 portiva of item 17 in excess uf $40,000... “% 
22. Tova NonmaL Tax (Amount of tax in Items 18 to 21, Imcduni ve). ee eee cee ccc cee vente 1 sO 
21D Foreign terrae vos eeacemed Ln! trsthe or breataene Tatts Lise) lima Bales of bev spices or erg Caciene eee 
are taxahle at the rete of 22 percent on item 17, and 0 certain banks and trust companies (see I: $1) OTs te 
entitled to the benefit of Bection 281 of the Revenue Act of 1938, 0 organised ander the China Trade Ast, 1972, 
aod © insurance companies are taxable af the rete of 15 On item 17, instead of a3 the rates prescribed in hame 18 to 71, 
inclusive, above. In such cases the amount of tax be entered oa item 73, and the taxpayer's claasifiention abould be indi- 
cated by s check mark (y) in the appropriate bc: space ie this note. at / 
SURTAX ON UNDISTRIBUTED PROFITS By 
(Sea Inetrection 32 respecting corporations czrm pl from vurtas) 


22. Net Income for surtax computation (Item 29, page 2) oe cece eee neeeteeeee 

24. Lear: Norinal tax (item 22, above) kd! BD TOR oe | 
25. Interest on obligations of United States, etc. (item 8, page 2)... -_ ae 

26. ———Crevlit allowable to holding company affiliate (see Instruction 33)... |. 

7. Credit allowable to cational mortgage sssoclation (see Instruction 34) 


33) Remainder suljoct to ourtax (item $1 minus item 7} eee 


4§. Tax on portinn of item $2 not In excess of 10°, of item 28... s 
Tas on ja-rtion of Hem 33 In excess of 16°; a1.d not in exec of 20°, | 
= CO a een), aes ; 
6, Ta oe Rogen of teem 39 tn cxcean of 20, and not in exeres uf 40', | 


oF Uy Agile of item 33 In creens of 30° and nol in excess of 60° “ 


| 
| 


3s. Tax 00 portion of item 33 In avers uf 1A, of iter BB 
38. Amount of tar In items 34 to 38, hiclusive 


Je 
. lone 
0. Plus: 7% of munacul of apmeliic eredit item 32 / | 


40 Totet Starss (item 39 phe Hem 40, 


a Torat Nowuse Tag ave Staras (itu 22 plas Item 61) . i 1 93.252 fe .4 


a Lees: Income tax paid toa forcign country or Valted Btatcs possession by a domestic cons rations (me Instruction 3: at ae = ~ 
44. Mavayra 


v Tae (item 42 ain Item 43) eee eel = s {8g / 


Page 2 of Neturn 


Date of invorperation aay 31, 1-3 i: Vober the Taweefivbe tate cnes uty 2 aha T 
The corperstion’s hooks are invare ef Tililas werd. Anke Sooe loch Oi: SO Semone Soremt 
(was snd o.ervatcs v 


Kaul of business (in detail) Sapreved real estate fe thia a consolidated return of rateuad corporations? 22.00 2 se, 
tAbes chek iarbastrtal disiviun an paee A) 


of bow many corporationa? 0 

If this ia not « consolidated income tax return of cailrowd corporations, did the corporation at any lime during is tavshle year awe 
60 percent or more nf the vating «tock of another corporation or corporationa? ......... Yes ...........-. If so, altach weparale schedule show- 
lng with respect to each corporation: (1) name and adress of corporstion, 2) edereer a uf thick owned, (3) date slack waa acquired. 
and (4) the collector's office in which the corporation’s income tat relurn for the taxable year was filed. 

Is the corporation a personal holding company within the meaning of Scction 355 of tbe Revroue Act of 1936° se A... (Tf sa, 
en additional return on Form 112011 must be filed.) ~ aaa 

Did the corporation maka « return of information on Fors $096 and 1099 (sce Instroction 46) for the calendar year 19307 . Ae 


(Neswes “yen oe Se 


NET INCOME COMPI!TATION 


eee a 


oe ‘ GRoss INCOME | 
1. Grease Bales (where inventories are fee Returns and 
an ineome-determining factor), 8... 2.22... 000-- ; Allus ances, 8... 3 Net Salew & 


fl { { 
$. leas Cost of | | i” 4 
(a) Se at a tabinctite of yoar_ $ : | 
@) Material or merchandise bought for manufacture of aale | : | 
{& Misssflancous costs (from Schedule A, Colunin 1): | 
(yy ba ei ag (2) ‘Other | | 


a a a { Total 
(& Total of lines (a), (8), and (¢)._..... > | | 
() Lees {aventory at end of year 
2. Grom Profit from fates (Item 1 minus Itew 2) : , l, 


& Gross Receipts (where laventorien are not an incomesietermining factor). |$ | H | 
La sont of a {from Schedule A, Column 2): | 
(b) Other 
Leceearer ai mre rr § OOate, 8... eeererrecereesj Total | i) | J 
6 Grom Profit where Inventories are not an Incomo-determining [actor (Mem 4 minus (ere Bi... | 4 | 
7. Interest 00 Loans, Notes, Mortgages, Bonds, Bank Depoalta, ete ... fe 4. 28 
@ Taterest on Government obligations, etc, (frum Behedule M, Lines 4 (0) (6) amd 17)) 
& Rents........ 
10 Royalties . pees abeece ae { 
= * Capital Gain of Loas (from Schedule B) (If lume, enter such hone or 82,000, whichever is lene) e ! ood 00 "y = 
12. Dividends on Btock of: | 's 


{a) Domestic Corporations subject to tasation under Titls ] of Revenue Act of 1036 .. 


ts) Domestic Corporations pot subject to tanation under Tile ) of Revenne Act of 136 


| ws | 16sl 72 
1} 359.869 52 


4 Tora. Jecous wt [vem 3 ane 6 to 13, scLURIVe.ceeccoreeees 


DEDUCTIONS | | 
(8. Corapensation of Officers (from Schedule C)..neccc accssesssesenescsceecnecenerecesusessoneueseseunes: . 
OA. Pawson | Denimenn Trapt cca -— coccinea aa nnonssnns cess acciicenecncn soo cesssssececcosnenenscsssennsecenensaneccccsnscesoes Hoe | 
17. Repairs (from Schedule ): (a) Salarice and Wages, 6...........; (6) Other Conta, $.000000..0..; Tota | | 
18. Bad Debta (from Rehedule F); also bond determined to te worthleas durlag taxable year (explaie | i 
of, separate shoet).. 
18. Interest Paid {from Bchedule G).——oscesnns ceeeeee ce veeeeee eng an | 2bh) 57 i 


182) 863) 60 A 


3. Taxes Paid (from Rehedwle Nt). (De not lasted: Fuleral i prc eile Tar Naiietasl) - ttem 28, 


21. Contributions or Gifts (trom Behedule t) ......0.... 


Pee iemed by Mirest@eares, cic (femnPUOUEN bs Dl ccccccccseedccce cecerm ceecnseecaceneesescness .. 6| 582 73 
32. Depreciation (resulting from ethaustion, wear and tear, of olanleacence) (from Keledule Ko... | 131! 681] 10) ¥ 
34. Depiction of Mines, Oi) and Gas Welle, Timber, ete. (Bubiilt schedule, ace Instruction 24)...... 


26, Other Deductions AutRorlsed by Law (explain below, or on arparate alieet): 
(a) Galarics and wages. (Not Included in Itema 3, $, 18, or 17 above)... ee 
(8) Block determined to be worthless during the tazable year 08.2... sence ecee see cee ees 


136] 633! 7/4 : 


(6 Schedule Ho..2 atsacked oo. ore ae ee re es 
tS Tora Devoctioga 1% Irawa 15 to 28, Uncturive.. 0. 
m7. Nev Incowa yoa Excere-Prorita Tax Cowputanion (Item 14 ininus {tem 26) ee: egoe. 740.52. 
2 Lass: Freogast. Exttas-Prorrra Tat ((torn 12, Page 1)......00000... - all : 
i. Nev lucomwe roa [xcows Tat Conprvatioe (Item 27 minus Item a 


7 


. ~ 
Page 2uf Merari a . 
z 
Seve es we Datel & 
1. Cioh) ase SALES gtebenB! STORMS ARE ES ONC) DETER NING Bat bun 2 CUST GF OPLAATIONS (RNUBE INVENTORIES (20 SOT AN INCOME OF TER Gwin, Fav dece 
freee Awese (Powe es con ) ey 


} Vem 2 ic), pope D is 


« 
( t 


Sa arte and wREre aul way 


OL Uta) Cth e coe 
SCUi OF LE B-CAPITAL GAINS AND LOSSES (PROM SALES O88 FXCHANGES ONLY S~ Instructs oo 11) 
= —s ‘ == ——— = . 
9 Cont of ternce | 
L Peeernos ow | to teere Paces aciie 4 © Waseca 19th” ciate Artem tr | 1 o veer a dee 
+ ag gl aad i recta ee cd a 
I P > my 5 Gee { 
Me a res { | | | | L 
Seal estate. { pl 2.000 3-370 30 8. ! 6 sie. 319), Mons 5ve52 70s 
4 : ! ' 


{ ' { 


Gare na Toma (enter et amount as [tem 11, page 2; if net aioe ot ra aiearnteg ro ‘jabeient op $2,008), Se or je bem) S 
eee ee ee ee ee eee ea CO 
Btate (1) how property was acquired Purchased ses ceneeee. | (2) whether af time of ale or exchange parebaarr owns) ras tian SOC; 


jo value of your outatanding stock Mo _. Wien ecoses 
¥ Every aale of exchange of stock whould t-: reported in detail, iueiading name and address of corporation, class of stock, avember of shares, a) ital changes 
affesting basis (stork Jivicdends, other noatara!ile dividends, stock rigtita, cic). 

Cost of property must he entered In eolsmn 5 if a toes i is elaine! in edumn 9. c 


SCHEDULE C -compr: NSATION OF O (Gee Instrurtioa 15) 


= ae “i 


‘ 1. Name axp Ascares ov Orrin 2 Orne True 


u (IN DUPLICATE) also must be filed maith tile retarn if eompenaatleon ince etcons of $15,000 wae pall to any © Breer or ann vo a4 


» SCHEDULE D—INCOME FROM DIVIDENDS (Sco Instruction 12) J — 


a 
‘Hamise below oll dividends recrived during the year, stating the amount and the same and address of the corporation which declared the dividend: 


SCHEDULE G—INTEREST PAID (See Instruction 19) 


1. To Weos Pam ica 2 Awoom ae 
1$f0 Insurance Company, Los angeles ; : - | 187, 734 00 


Mational Bank of Los ancelea . —— eae. “Eh 25 
ton ‘edditional Federal income tax for the income year 1334 a ee | B 
on additional State franchiee tax for the income year 133% .," =e ~ i= al 
peeiseortaat Reserves Conilasions . >, ot 9) 
a | 244,57 e 
—_ SCHEDVLE H—TAXES PAID (ee Intrectevieor - ya 
& Mavens ov Tar ; M 2-TawaSwirae | 3 aeorny pes 
. Wranchiee fax 0. ; State of California a WIV 12 423 - 
. Rranchiee Tax ne ee state of Delaszare ; : 2 if sa) se 2 
+ aetoee stock tar a Federal : ve ah ao Goo 
. Personal Property Tax _. city and County of Los Angeles : \ 58 169 
Bean Property. Tax . Tarima Treasurers | 5b Sec 32 
- Unemployment Insurance Tax . _..... ‘ State of Califor:is wee ie 
ee ee se Rar aes. LS 
| 


LVe 


Page 4 of Heturn 
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Poe an We cote cane 


- 


Tora (Frter eas Item 2), page 2, euliyect t fimitation we betes 


SCHEDULE J—EXPLANATION OF DEDUCTION FOR 


1 Xrep of Paorsart | ra a Coser 
_ Hulldings (Branley) Yyeag-2h 's 13.059 be | 
Bulleing (Santa unica, q- I-28 3.c0C D2 
Purchased 


Btate how property was ecquired . 


SCHEDULE FE CONTRIBETIONS OR GikTS (Ss Te trace 


2h 


mes 2 Vwneay 


‘ 


LOSSES BY FIRE, STORM, LTC. (Sec Lustruction 22) 


3 freregs arene 
Mt ae 


@ Evateawe asd 
Bartaca Vaiee 


| 4 Srasrqest 
lersovcusare 


SCHEDULE EK —EXPLANATION OF DEDUCTION FOR DEPRECIATION (See Lnstruction 23) 


3 Cost oa Maecw J. 1913 

Vata te Acguiatp Pax 
to Taat Dave 1 
(Indicste base) 


4 Amets Four 
Deraacutepis tos 
at ive of Vass 


= rr | 
Scuedbile Nox (3 attached 


MATURE OF BUSINESS 


A Chart the Niwd fo ie-ticate the tmiatrial ditvision in which the esrperetion'’s main inewme-geedee- 
tag ber. tee Fail 


MANUPACTURING Wd ANUP ACTURING—(Comtimm® 
Ys aca) aed peter x: Masel pradests ond precemmne— (Continued. 
Lp I OMe Tane tee oo 
Cumaed predosts— Sch, Ooi, vageebiag 2 0 ; co —- 
ee ae [Masti 7—steserteal and equipement. 
ata (pace anen, ae 
rehece— boner Oigereier, Seckcam, 
"siesta 2 sine Metal boliding materiel end equipement. 
Beewtag a3 de Bieg— dente, om, 
a) : Pesiees eetcl pciese ond oe 
‘Pasa 
(CPs oor eet, a: epee, | (]°OT BS aterm ont rome 
(Tet oot ceed peo tren geet, on: Mlseiignasws Guawhrtwteg: 
wee [nl pooner ae ore 
Se oe ‘Moaiol, prwiesisas!, ood ecteaiy mar 
(LISHO tew eorertaes tepmmten, Beco, QO Cenen ¢,Uieel geccts, oes!) bese 
(()Az ene couhtps, eaptneen, parte 
OMe ee | ensuamyacvoeane 
Oo ‘wus, Iniitinery, ote. Tedn 
[Bat oet—cwetem, baatary, vn Ce 
[ptentm bres cto ctype, we. (Oho 
oO, bathe pregem—addery, bene Oa at ee 


[Dts meatal, ened trery pruteete. al 
(CSremt teed tata et preteens igen respec’ Ley tee 
Coe cet eter, cae Fg) De oes raky betting, onl ert egeame. 
Ramtec een [[tanstem comspantan tuet egumend. 
(] Prine. petite, end ain beter DSSS ee vedios, soe 
[] Peete and cater eotnarel 0 retniag end Sena 
Lapel beeters, ae, 
reo a oO = : 
eae, 
om ed Sees. eatating 
(() Pee Peemene, covets vos von, benny Pana. <a 
| CuanererGan—csenvetions tridees, tmldtings, 
2 osheee 0 rabrenia, eipy, eyaipeing and temalbag 
[tee See. cts, end eatated preteens, ‘Yenonpertecine—7a'), ~ eel, mneter, 


Deses) gredante ead prosmesst: 
tren and toast a 
oO A orodects of bias haraeena, rel 


O - : tall brsagwe, ote es 5 pee 
. irre 

RScSor vobiokm, campos ey part” Gecvire_ protensneal nation wy 
O 0D Gemestie, and oll aber a 


3 Derasciston Ai Lowe 
(oe ALLOwserE! 
tm Pasa D Baas 


@ Beaucine Comp 
os (rare Bam 
to ae Retovearp 


aFVULATONS WITH OTHER COBPOSATIONS @n bate 


2 ba Cm 0 conmabdoned swarst NO __. tt on, presue bun the eollaster of temned 
coveees ter your ¢etrint Porm 631, Adiiietiem Sehednin, which steal be Gilad in, swern te, ond fied 
0 perl of tbs eee. 

2 Wes ths come of thio eurparntion tnabeded too cunastutnted reture far ang peter yeart .X@ A __ 
JU cane aed echt ol carpeciinn wish God (ap ecociteaed oct cond (bee yews be whee 


4 Did tho carpuretion Mie s seturn under the asm ones hr he pending tambin pre? 108 
Ge ® acim 2 ey ay & ca@eet, em, ooo, @ cde of 0 ets = 


teminemms bn cotstense Garing this or ang priat uw cine Demeter &, re OG as 
amore & “yar”, give name end ohivun of matt proiamemr benteem, end tho deta of the change be 
exeny. 


Seer a Jz 
1) te amess trey, Cccing Gale Geet cf ot buainen ead qqaieiog tne cess @ 2 


oat be feretbet. . 
Quam of GSTTEN 


2. fa Gham return mado an the tnatis of nich meestpts ont Gutemmnmat. Y@@ 
U cct, Gaerite Qally ohnd citar bests of sesiieed ews cond im comgueting ted ism, 


VaLSaTIon OF STVERTTOREED 


& See Fema Lan erremmmin Gl Oe begeag and ond of th teenie pee oe Caine ot cams, @ 
Sie Ete, ctetere bce. 1 cher bass os Gael, daeertes O87, mem vbg ond end Gp Gm 


Aerweneery wren hast emmmetind with Comte es 


PRSPsRATION OF RETURN (ve “Mgt ond Vetta”, ap 


ea) PE S ED efvis Os epee beget ay qa @ meee cing ey 
ae © eheted cj Ob OEE @ eet o clr 0 expt bb Ge SE ef Ob ee, 


estanly prepare tidh seman fer the corpemetian? me CT een Cee, ete Che cana a eam <2 


C2 PSE oO eee ed Ret (9 extcce etd) cates of tt catenin oy oor cumtee aed On fam 
a2) mec bp conpead of Wet Cy eae @ edviee oes canaiead: [] th saaere ex caeky 
cae) oy ea) PaaS @ Ee eo Chen Gs erp, Gee te cee ef th erate ce 


‘Ua reture end thn mnsee be which 0 wus hurnihed © @ chtainnd by eh PETES or pene 


Office of Glande I. Parker, S08 Bask of America 
Building..Comm)tation amd Advice. Prepared by Amdit 


Department  Security-Firet Mational Bank of Los Ancele 


from records of the corporatioa 
st OF ATTACHED 


& Enter tatew 0 lit of oll eheduin qeengeaying (9 sewn, giving Oe eaah © trl Gp and 
eeele’s (her ‘Tie ezam sJ cl a cl Ca cope > a bo pad @ eb ge Si 


comqaying Uo meer ... Sch. Mo. .1 Uther Income 


SER» MO. 2 = Other Deductiona. 


Sch. Mo...3..=. Depreciation 8. 
Sch. ho. 4 - Balance sheeta... ee 
Sch. No. 5 = Uther credite to surplus 


Sch. No. © - 50% or sore Uwned Corporation —— 


Fo 


| 
| 
| 


~ 
Vase Vel Ute teen seth oat ' 7) 
=o es 
oe 7. otams van 
4 ———____ 
msi Total 
——_. 
Asshds 
Pot coh 
DN ale sete pueda + 
‘ 
1 a pee aie am beaditn vere ates of Scyreo? . = attocne 
} 
te Abe thar ems” e = — ’ 
Sara , 
2 Netes receivalde 
Mo Ave inta presi alde > ‘ 
¥ Fasa meerve die as ate Lae Ee ee —-—-——  _ 1 
4 Tnventures \ 
va Raw nuteriskk x - j 
(% Work in pamcess . 
te) Fitashod goa s ve | 
(do Sopplics = 2 N 
| 
i 
& Investments (nortacubles: 
(a State, Territory, or 


on there’, of the 
umiua, of Vrated 


Federa) Farm 
ler such Act an! 


@m Obbeatanss tae 
Foan Art, of w 
amended . 

(eo Lit IS Bands and otber abliga- , 

ase Vrited States baued on or | 
: ober 1. 1017... 

(fh Thasine Nates, Treasury Holle, ‘and 

‘Treasury Certificates of Indebted- 


———— 


new. re 

(©) Liberty 4% and 4',°% Bonds, UEnital | 
States Savings Bonda, and Treasury | 
Boneh 

(A Obdigat of anstrumentalities of the | 
Diate? States (other than obligations 
to he reported in line (6) above). 

CG Other investments: 
(a) Stocks of domestic corporationa._...... 8 3 z a | 


(6) Bonda of domestic corporations. 


(e) Stocka and bonda of foreign hice \ | | 
Ghee rom cc iewesee) Gigewers seen — s } : 


(@ Att other investments or loans | E | 1 a | 


ee 


CecA ot Bers -c20<. <.-—22206 


@ Capntal n-~t- 
fa Wunibhange me. 02-2 eee cee =-ne s 


(b) Machinery and equipment......... 
() Purnture and fixtures 

(di Debvery equipment 

ra Other depreciable ameta. 


aa) Tora of Linea (a) to (6)... 
(y) Leas reserves for depreciation . 
(Ah Depietahie eascta. 

i Lens reserves for depletict.. 

G) Land ... 


Q Patenta.. 


[RUS Costs Jey eee 
11. Other arecia (accra fallw 


12. PRU AU A RNETR Scorer sanasncs cme eseen 
LIABILITIES 

12 Notes payable flew: than | veary._. 

1b Accounts payable 

15 Bonds and nctes (not secured hy mortgage). 

16) Mortgages fircluding bonda and notes an arcured) 


Vi Acerned expene: 
ta) Interest Gea ec ‘ 


Ch) Taxes 
(All ether 


1S fetes Teast Gleserite fully» 


VW Cagotal terh 
'o Preferred stuck (eas stork intr asury 


(ho Corsi eteck (he etock in tremens 
2 Sesrpdae 
21 Vrentve feel profits 


a Toren Dosen rion 


+ 
Er ope ea oe 
. 
ie = 
eg eo uel u 
sit ‘ 5e2 T+ 52 
Pe 
aw bee 
ae . ~ evenye  aleu ‘ 
_ t Malu et ote 
rue or 
1p eet ieee thera berm lomo Wt, 
cote 2 ere let ‘ 
fateeen. tert 
ss “eS ei & Keplacemente amd tenet ale 
. Tremeary S a yas iit vemearyit te Lnurme pron.) | pakS on He en, ene: 
‘ domtes of Lote? te acca ee a {hopes ler te cepewation i det a dre tlye 
ted ims te amt Treasury Bom’: feetar Oe wary ee = 
o ae wir ‘ ; fog algae eee (8) ffewest 00 ioe! te toaes ipcurred ar -> ot ed fey use be 
@ toned Gee ~ r aod Trmary Roos wear obbgatiene dthee thes obhestwus of the 1 nied 
owerd tof «16 ~ wit oes bite Pata ieee) al fosy lemobes 26, 2917, etd orsginally out> 
 Otegations f=. wa Tite | eited Busi, ace.be| he ty toe daapeyer! tbe interest epom Shich te 
fegher thas = + fete) ap dine aie wbolly aura Er: 2 tap ation vee: - 
shore) (i) Addthis to reserve for bed tel ts ahich are met included 
fein - fo Item 18, page 2 of recurs, neeerememese es cee 
aie rrewee ac = cel Svinte aseelag U. Adtit.ons to reerves bar ovatinrencios, o¢ (to be detailed). 
Ue tore! — 
{eo Other hems of ermtars at te fetid a so pee meeeeeeeee fene 
a. 0) (steal ine oeow aycaner await siete 8! |g gpg gy & 
e dedurtion In Hem 11, pace 2 of retura) ap 
UT) (Ler yuallon pote deductions (ta be detailer! | 
S Charpes ogsiaet remrve ty he: bases f 
samt no odiRiee boo Peers uw é 
& Cherpes egatast cuarrees fur cor 4 te Seta ke | 
e cp: 
a : a Gr a —— 
a Como came 4 Len uh 32 
2 Total of Linen B be & tmetns! v= ' So2 Tuo 52 prod during the taaable yer taete whether pacd ib 
y eh! tte carqet (00, Of at penperty 
= ; t 
wom Une -- ee _ eGele 32 2 { 
oe ee PONS Mees eT he 6 980 163 
0 Net pro@t os bow for your, ot there a >y bt Fo OLIGAESE) 501 O76 20 . ee j 
mune ovo onnte therens (Lise 7 cinae Lines {tam indicate 9 tiate pail $4238 there oe Gasp j 28 
Es Piss a 
Th Purphen ond undivided profits es thes by talons chert af clare i : 
of provedieg tumbis Fear — 733 191 of tmtera! 101-36 tharcer Cee 13° «750 re) 
: F satiasne est 12-1836 vraranlineh’ + —KOOOONIDO 
bB2 952 UGE te Other sctiie tolsiniia: ba te tree tet | 
I 
ts ' 
oat 
917 220 03 wm. ~ all 
|. 192 325 63! eee Sane / 
4o V4 


Total of Lines 17 and 1A 


LIABILITY FOR FILING EETURNS 


Carperstions geoerally.— Every domestic or resident corporation, jolnt-atork 
eoumpaay, oclineais company (other than « Iife insurance com- 


pany) mot specifi\eally exempted by Section 101 of the Revenue Act of $934, 
Sih. or pot having s07 net 


located = in the caw of a freien Suraration having an office or place of burst. 
ness ia the United Staten the return shall te filed on ar before the filtecuth fe. 
of the eisth mooth Gein the cloae of the tesable year Where a consi 
dated income tat retum is filed hy an afhiiated group of railroad corporationa, 
the erperate excees-profils tax returns of the common t tion and 
fab eabeniary veorpreiaty sy must be fued with the collector with whom the _ 


- 
~ 


income, must make a return of ipowme on this 


be eipeet § the empetal -to. hk { meie 


Reo ee Cunslutated licu:ue tax mture te filed. 
—~* af the fret = Lye of which it ia saints Paik rhe aie collector of internal revenue may grant a reasonabla extension of tuaoe 

Se iced reheat imetiee and enecan-profita tex aie Kalettisioe for nee return, not to exceed ait months, if application therefor la made 
és a eas de by an affiliated ae eeepc ee by law for fling such return, whenever in his judg- 
grep ef radioed {See Lastruction 30.) 

Deamestic Srpcreiians within the peesensions “a ‘is ia wate (except SIGNATURES AND VERIFICATION i. 
the Istande) may report ae income oaly gross income eourse ‘The ret hall be to hy the president, presid > prin- 
within the United Bate (a) 80 percent or more of the grows income | cipal officer, and by the treasurer, sminant ireasuior or bled crea rtiee 
for the three-rear pariod the elose of the tazabie year (or cer, Renewvere, trustees !a bankruptcy, and assignees operatiog the prop- 
gosh part thereof os may be PLE oa ceive from sources within a | erty or businces of corporations, must make returns of Income for auch corpor- 
(en pele ee a) edd ecg elie tae coreg ged ations, If @ receiver has full custody of and control over the business nr 

ouch, oe euch part thereof wae derived from the estive eondert of « property of corporation, be ahall be deemed to be operat euch business or 
twede or ee cadet ten mentee Deere) whee Be Sopaped ts carrzing cn She Cusienes lor which tbe enr- 

= le ia Ronaye seepers sas creten ebepeestions Sips eae om ot y in marshaling, selling, and disposing of |te anerta 
the Untied Ousice have an ofien or plasw of busionm therein) shall make Question 7 on page 4 of the return should be answered fully, and where 
reteras ca this form of [seem reecived souress within the United States. | tbe return is actually prepared by some person or persons other than the cor. 
besinens within the Sine sof tie stag <n clans cr piles of hactoess page. ae = _— og Mab OOS Geo 6 ite 

of any time within the taxable rh Go a etl teat PAYMENT OF TAX 
foreign corporations are mrp Spoa grow ineome from 
sourem within the United Bates (. under the provisions of Bectioo cress erie ce been of tax oe te drawn to the order of 
119 ef the Revewne Aad of 1905) which is xed or determisahle ansual or : owe nen of tly and Btalel” Do not 
profits, sad inecene, and are required to raake retures ca Form Seed eeeer eel Cet eM st Mog ag Ce gan aig aes 

. may when ro |. oF in four install ita, 
Gen en noeme. (ite Beatione 81 to 208, Ravens Act | 4, follows: The first installiocot shall be paid on or before the Biternth day of 


the third month following thr close of the tarable year, tbe seoond inata!llment 
shall be paid on or before the Giftcenth day of the 1 month, the third inetall- 
ment oo of before the fifteenth day of the aiath month, and the fourth instal!- 
ment on of before the fifteenth day of the aiath month, efter the date pro- 
scribed for paying the first installment. 


ie th a pursivirwtl, dkarstter, efituel Tf any inatallment is not paid on the data fired for its paythent, the whe 
ae rae aairsty, eo Lae oie or | Smount of the tax unpaid shall be paid upoa notioe and demand by the collector, 
like ergasisations are exempt frem taxation oniy if 85 percent or more of the PENALTIES 
feeome consists of amounte eolleste! frum members for the sole purpose of Fer wilifal fallere ta make and file return en time —WNot more than $10,000 
merting name and expencea. or imprisonment for nut more than ono year, or both, with the costs 
Other incwranes companies. —The normal-tar net income of an insurance oY prosemees. and in addition fi pereent to 25 perornt of amount of the tax. 
y (other then « fe of mutual insurance eompany referred to above) or willfully attempting te evade or defeat payment of the tax.—Not more 
be computed as provided in Section 204 of the Revenue Act of 1936. than $10,000 or impriavnment for oot more than five years, or both, together 
‘TIME AND PLACE POR FILING bg le Mere 
Fer deficteary dec to negligence or fraed.—Five peromt of the amount of 
The retura must be filed om or before the fifteenth day of the third month | the deficlency if duc to negligenos of intentional dieregard of rules and regula- 
foBowing the dees af the taxable year with the collector (or the district io which | tions without Intent to defraud, or 50 percent of the amount of the deficienr: 
the eorpo x P of business or priceipal office of ia | if due to fraud 


AFFIDAT:T (Bee “Signatures and Verification 


undersigned, president (or 

made, being each for himecif deposes sod cays that this returo 
knowledge and belief, a true, correct, and comp! 
nd the Revenue Act of 1936, and the Regulatio. 


Bubseribed and eworn to before me thie. 2th dey of March i937 
UMgamtere of eduninietoring ak) 
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* ; la and for tng Coseyne! t py sp sh ws) “Signetares and Verification”, abo = 
‘we ewear (or aCirm o this return for the pereon named herelo and that the ret “tft accom i hedales dnd clatements) 
fe 6 true, ecerect, sed com, satraat of all the information renrcting the income ta aind vr Tacuunprot Teen tia His has 


its tas hability of the person for wh hia retura 
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ore gnature of pecwre jwepering the rewuras ka Lt tr 
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Bubseribed and sworn to before me this Sh day of March ga 7. 
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vs. Comm’r of Internal Revenue 85 
Pacific Southwest Realty Company, Los Angeles 
Year 1936 
SCHEDULE NO. 1—OTHER INCOME 
Item 18 

Amount 

CTR IC © OC CRO es soi a ncarsensctinuganlenee $41,691.30 
AN SACTUOM EROS <2 eee sno 3,000.00 
Commissions received on telephone... 128.94 
Commissions received On tOWeIS cece 102.26 
SSRIS CONE O01 2G) ANI Com OF | 6) =) a 164.69 
JI SCOSIUE IOC OU ie sean vor 78.93 
$45,165.72 

SCHEDULE NO 2—OTHER DEDUCTIONS 
AUTHORIZED BY LAW 

Amount 

UG UMNVGTUC HMO MENOEN SE ooo pestcctccncssscclbscvenetsentnen $ 1,914.69 
(AISA. SSeS 502) Ca 665.59 
JL VISTO ECS) eT 6,394.27 
Building equipment and supplies... of Gal 
Window washing, services, Ct... 6,961.53 
LES ea LCT TON Tees 051 SS 25,769.53 
Machinery maintenance and repairs... 6,144.65 
hoe: tne power, and Wohto 24,239.84 
Eneineers’ and janitors’ supplies... 2,366.51 
DRG LOVES © “LOGE 2a eee 175.00 
(COMPUT ISTO) .ccncecec le 3,060.48 
Postage, stationery and supplies. 723.41 
TOI OMCINE BITC) OU Gl 0) ra 584.09 
SHO OVEN AY 1G ICC [= re 623.56 
WOO ee ee 3,612.36 
ANNO QOL E05 VC] cr 655.04 
ISSCC VTAGTINS <n rene an 423.29 
$85,389.97 
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SCHEDULE K—EXNPLANATION OF DEDUCTION FOR DEPRECIATION 


2. Date 
Kind of Properly Acquired 
Buildings 

T), Ss Ulpezian 2a BST) ere fie Hees} 
2. Carpinteria—Brick 7- 1-23 
2}, LENE (CC et BC fe nn nn 123 
2), (ale is Bip (a 1-25 
., Teleunetepeed = BCG) See less 
8. Guadalupe—Briek... 1-25 
10), [CUD OBS AIC ee 1-25 
11. Lompoe—Brick..... 002... T- 1-25 
12. Los Alamos—Briek...... Tis ees 
3. Main & Commercial—Briek........ ... fe We2535 
14. Sixth & Conerete. fe 2s 
Th, Uleeaig) TREE 5 BCC | cen fle Wel) 
16. Oreutt—Concrete fie ees 
17, Csoinnd Sa (0 eee Peer Se. tes 128 
pe TOMES HO OIS PO WBC eco ce oe eres Ue 1-28 
18. San Luis Opispo—Brick.. 7-10-24 
20. Marine—Brick.... iz Wee 
21. Santa Maria—Brick. . Te Weve 
21. Santa Maria—Brieck f= eas 
22. Tulare—Briek......... fe 12 
23. Venice—DBrick.. ee... i 1-23 
24. Visalia—Brickk..... ee ae: I 1-29 
25. Whittier—Briek.. Hee 
26. Redlands—Drick... ; 123} 
27. Redlands—Steel & Ce 1-23 
33. Lindsay—Brick. : oon ee 8-24 
35, Strathmore—Hollow Tile (Sold-5-26-36).. 4-28-24 
56. Exeter—tbriek... ee ere tes... 4-28-24 
48. Saticoy—Coner i rt cis istics ARCH Dt 
39. Fillmore—Conerete. 4-98-24 
40. Brawley—Briek... ve. ete 
40. Brawley—Brick... _ SLs ol 


Brawley Add. ae he ee. H- 1-36 
(Co | invita OUO ey er, ae 


SCHEDULE NO. 3 


Pacific Southwest Realty Company, Los Angeles 


Year 1936 


3. Cost 


32,727.28 
15,446.92 
20,209.45 
11,251.10 
45,650.00 
9,602.31 
21,000.00 
29,151.56 
6,020.83 
12,027.25 
678,516.36 
40,510.76 
8,273.75 
78,361.02 
22,655.24 
2,090.92 
48,183.00 
100,000.00 
5,582.72 
40,000.00 
25,571.50 
59,349.50 
26,460.55 
4,281.90 
97,318.70 
34,765.92 
7,126.30 
6,000.00 
6,000.00 
20,900.99 
14,683.37 
10,110.67 
5,200.69 
22,994.00 


5. Deprecia- 
lion allowed 
(or allowable) 
In prior years 


$ 10,912.65 
4,810.12 
6,797.45 
3,814.06 

23,709.17 
2,920.18 
7,119.00 
9,825.38 
2,041.03 
5,979.92 

216,630.42 

13,733.14 
3,686.72 

19,590.25 
8,258.63 
1,002.66 

16,177.12 

25,000.00 
1,941.55 

15,000.00 
8,522.63 

26,500.70 
8,303.22 
2,128.99 

24,013.83 

15,828.17 
2,247.36 
1,906.20 
1,906.20 
4,781.39 
6,454.30 
4,442.89 

0.00 
9,316.60 


6. Remaining 
Cost 
lo be 
Recovered 


$ 21,814.63 
10,636.80 
13,412.00 

7,437.04 
21,940.83 
6,682.13 
13,881.00 
19,326.18 
3,979.80 
6,047.33 
461,885.94 
26,777.62 
4,587.03 
58,770.77 
14,396.61 
1,088.26 
32,005.88 
75,000.00 
3,641.17 
25,000.00 
17,048.87 
32,848.80 
18,157.33 
2,152.91 
73,304.87 
18,937.75 
4,878.94 
4,093.80 
4,093.80 
16,119.60 
8,229.07 
5,667.78 
5,200.69 
13,677.40 


86 


7. Life 8. Est. 

used in remain- 

accumu- ing life 

lating from he- 9. Depre- 
Depre- ginning cialion 
ciation of year allowable 

(Ycars) (Years) this year = 
V2 2 Pe) Wee 765.42 
2 ao 7/2 299) 62 
12 1/2 ily AS7.71 
EW 27 1/2 270.45 
nS: ety 2 1,513.16 
12 2 ae I) 2 188.22 
em an A 504.76 
12 1/2 27 1/2 (02.77 
D272 SF AY 144.72 
Neelys lie 2 345.56 
iene Gale 17,396.85 
evans a ae Oheantes 
WEY Paty Wes 166.80 
Wayz 37 1/2 1567.22 
ioe 20 1/2 702.27 
ty ele 2 58.82 
2 2 Qe Wye 1,163.55 
elie Sa 2 000.00 
we Ome 177.62 
Ne alyee 2On2 1,219.51 
Ey eal lee 619.96 
2 ye Te WAe 1877.07 
2 2 34 1/2 526.30 
Ipaaly2 le Wy 125.02 
12 1/2 ole 1,954.80 
Ni 273 tesla 1,032.97 
N1 273 28 1/5 PE MOS No, 
112/73 28 173 144.49 
273 28 1/3 144.49 
73 Be) 7s 568.93 
11 2/3 18 1/3 448.86 
Wes ilSailbss 309.15 

50 69.32 (8 mo. 

11 2/3 28 1/3 482.73 
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Page 2— 


2. Date 

Kind of Property Acquired 
PS SMMONe (eMC (CONCH CLC is enieran noammmine nnn 4-28-54 
\callorn oe GET == E80 [ae 6-24-25 


. 6-24-25 


Santa Panla—Conerete & Brick . 
ES) 


15), (PVUETE cp) Ba [ae e 
45. Fullerton—Conercte & Hollow Tile. . Dell Geko) 


47. Jefferson & University—Briek... 0. == :1925 
48. Desmond ’s—Briek & Conerete....... . 125 
49. Porterville—Drick... eee ee mee «9228-27 
A. Seventh & Wimer—Brick.oww 0 » We2 bs) 
U5, [Pasadl si (COivers le 1125) 
Dohrmann—Conerete....... i) es fie We2y 
me ibas nema —“COnGChCt@) so ec coetcere eee. mm. Te 1-28 
D. Wighland & Hollywood—Siecl & Conerete.. . G- 1-28 
WW. Wresno—Conerete & Briel. 0. oe Ode 1-25 
Fresno—Air Conditioning System... Oe. emer 9- 1-36 
@. Sixth & Alvarado—Briek.. 0. o |. fis mts} 
If. Carthay Center—Briek......... 7- 3-28 
J. Jefferson & Arlineton—Conercie... T- 3-28 
JJ, Vue VBR Tiel Fe hos 
K. Belvedere Gardens—Briek ........ Pee ee f= HOS 
il, NUYS) BB Tic GE2s 
M. Culver City—Driek.. ...... Te aes 
P, San Fernando—Brick.... Te BAS 
Q. Altadena—Briek. 000. 7- 3-28 
R. Santa Barbara—Briek ... .. Pi, pape Tie Bees) 
S. Dinuha—Briek..w...... er ee “wee... T= 3:28 
PretunmseOline— Bericht... me ec eee ee ees 12+ 1-35 

Total of Buildings... . > ae Fa 
BMI TN | CRON et eee cee. 1934 

‘Noi cee, eer 


5. Deprecia- 
tion allowed 
(or allowable) 


3. Cost Ta prior years 
$ 18,000.00 $ 5,265.00 
32,000.00 7,968.00 
60,000.00 16,272.00 
69,077.60 20,230.83 
9,611.66 1,329.81 
54,750.00 14,804.55 
430,014.18 114,805.84 
45,408.85 10,113.94 
25,000.00 9,460.00 
1,500,000.00 286,000.00 
70,652.75 15,732.34 
270,488.56 43,204.63 
514,024.5 77,097.14 
1.112,858.50 244,828.82 
OMA 2G 0.00 
33.468.32 7,206.93 
26,081.45 4,256.46 
19,840.42 3,201.97 
66,355.21 10,614.55 
10,125.00 1,652.38 

le e22ioo Zale) pets) 
15,576.00 3,386.66 
$6,110.80 16,492.68 
40,882.45 7,853.12 
94,133.76 18,243.13 
18,542.60 3,993.58 
29,704.50 0.00 
$6,103.084,10 $1,461,3821.57 
850.00 425.00 
$6,103,934.10 $1,461,746.57 


6. Remaining 

Cost 

to be 

Recovered 

# 12,735.00 
24,032.00 
~ 43,728.00 
48,846.77 
8,281.85 
39,945.45 
315,208.34 
35,294.91 
15,540.00 
1,014,000.00 
54,920.41 
227,283.93 
436,927.17 
868,029.68 
MOMSie2 ti 
26,251.39 
21,824.99 
16,602.45 
55,740.66 
8,472.62 
9,856.07 
12,189.34 
69,618.12 
33,029.33 
75,890.65 
14,949.02 
29,704.50 


$4,641,762.53 


425.00 


$4,642, 187.53 


7. Life 
used in 
accumu- 
lating 
Depre- 
ciation 


(Years) 


11 2/3 
101/2 
101/2 
10 1/2 
512 
it 
U1 
8 1/4 
1 
it 


Sy dle 


ile 


— 
— 


ce ed 


= 
~ Sp 
nN 


Tosa st sd -1 -1 -1 


re re 


aes 
te 


a1-] 


1 


to 


&. Est. 
remain- 
ing life 
from be- 
ginning 
of year 


30 1/3 


3917 
36 1/: 


to 
cc 
a 
iY wiw te 


ww 
— 
— 
to 


a 
bo 
—_ Be 

RS) Sj LS 


<) 
= 
ow to nw ts 


ea 
a 
Ww 


(Years) = 


9. Depre- 
clation 
allowable 

_this year__ 
4 360.42 
608.40 
1,198.03 
TOE) Ae) 
238 33 
OMS 
7,979.96 
1,111.65 
526.78 
26,000.00 
1,743.50 
peal 2 
10,280.64 


= 
a 
. 


305.26 
379.06 
2,142.10 
1,016.28 
2,335.10 
459.97 
848.70 
$131,668.60 
ee O) 


$131,881.10 
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vs. Comm’r of Internal Revenue 89 


SCHEDULE NO. 4 


Pacific Southwest Realty Company, Los Angeles 
Year 1936 


SCHEDULE L—BALANCE SHEETS 


Beginning of End of 
Taxable Period Taxable Period 
Assets 
lh, (CANS RReciere a $ 31,581.51 $ 45,996.97 
2. Notes receivable 20 1,255.00 
3. Accounts receivable ................. 1,453.11 1,216.80 
7. Deferred charges: 
Refinancing expense ............ NERS ie ms) s) 11,659.29 
8. Capital assets: 
Buildings and equipment 6,049,432.45 6,095,957.80 
Less reserves for 
Gepreciatione. =.2......... 1,602,320.63 1,590,670.71 


4,447,111.82 4,505,287.09 
iLsDING hgh es ean Saas 5,285,756.06 5,245,399.47 
11. Other assets: 
Real estate sales contract 581,854.19 
Constructionieee =... 28,852.06 


TZ Total Assets .......... $10,361,350.67 $9 839,666.68 


15. 


16. 


18. 


ile 


20. 


22. 


Pacific Southwest Realty Co. 
Beginning of 
Taxable Period 
Liabilities 
Notes payable (not secured 
by mores) ae $ 
Mortgages (including notes 
SO SCCULC)) 1... aye 4,210,000.00 
Other liabilities: 
Inenital seéeuriiy .225....... 739.00 


Liability under real estate. 
saleS COUMUACH) cnn 
Amount payable for called 
and matured stock........... 
Employees Unemployment 
insurance contributions 


Capital stock: 
Preferred (less stock in 
treasury ) 
Common (less stock in 
[TOR SNITY pee es. 


650,000.00 


900.00 


ee ee 4,766,500.00 
No par—No 
stated value 


Surplus and reserves............. 733,191.67 


Total Liabilities....$10,361,330.67 


End of 


Taxable Period 


$3,560,000.00 


4,058,000.00 


1,401.50 


5,205.00 


165.78 


1,000,000.00 


No par—No 
stated value 
1,214,894.40 


$9,839 ,666.68 
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SCHEDULE NO. 5 


91 


Pacific Southwest Realty Company, Los Angeles 


Year 1936 


SCHEDULE M—RECONCILIATION OF NET INCOME 
& ANALYSIS OF CHARGES IN SURPLUS 


Line 11—Other credits to surplus: 


(a) Exeess depreciation taken in prior years...... 


(b) Improvements charged to expense during 
1933, 1934 and 1935, which were disal- 
lowed or not claimed as deductions. 


Now eapitalized per books................. 


-(e) Additional cost of Hollywood & Highland 
property caused by depreciation adjust- 
ment for the year 1930 by Revenue Agent 


(d) Eighth and Olive Property Adjustments: 


Profit reported in 1929 from 
sale of property (RAR)............. 
Selling expense in 1929 

(CLRNTOE)S sca ee 
Assessments charged to. ex- 
pense in 1928, but disallowed 
by Revenue Agent... cue 
Exeess depreciation taken per 
books from 1929 to 1935, in- 
CUS TVG = Pe cceccetct ana teceis Beebe tscanscten 
Profit reported in 1935 from 
reacquirement of property......... 


83,950.28 


Less net award received in 
1928 (seen 1929 RAR)... 


(ce) Comtbuted surplae oo 


33,548.25 


15,155.80 


7,970.78 


8,775.00 


19,100.45 


99,178.04 


$116,987.53 


9,345.91 


2846.48 


28,772.24 
525,000.00 


$682,952.16 
[109] 
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SCHEDULE NO. 6 


Pacific Southwest Realty Company, Los Angeles 
Year 1936 


SCHEDULE OF 50% OR MORE OWNED CORPORATION 


Percentage 
of stock Return 
owned Acquired filed 
Pacific Southwest Realty 
Company (of California), California 
Los Angeles, California 100. 1923 Sixth 


[110] 
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RESOLUTION 


Whereas, this corporation has now outstanding 
37,665 unmatured shares of its 646% Cumulative 
Preferred Serial Stock of the par value of $100.00 
per share and of the aggregate par value of $3,766,- 
500 represented by stock of the following series: 


Series Number of Shares Redeemable On 
11 cae ec a a 1,260 July 1, 1936 
ear te. 1,260 July 1, 1937 
Cm. eee 1,530 July 1, 1938 
) OE <n 1,530 July 1, 1939 
[USS nas ee 1,530 July 1, 1940 
Dre serps n. .aemeteeme 1,800 July 1, 1941 
Nee a... eae, 2,070 July 1, 1942 
( C) SREY = ea REE 2,070 July 1, 1943 
le wR al 2,340 July 1, 1944 
Onesie 2,610 July 1, 1945 
tsetse 2,745 July 1, 1946 
Sea i 3,015 July 1, 1947 
re... a. S200 July 1, 1948 
ae 3,000 July 1, 1949 
NV eee ee ee 4,005 July 1, 1950 
1): SRC ce 3,060 July 1, 1951 


and 


Whereas, Article Fourth of the Certificate of In- 
corporation of this corporation as amended provides 
that the whole or any part of the preferred stock 
of this corporation may be redeemed on any dividend 
date upon the payment of the par value thereof 
plus the ‘‘Fixed redemption preminm”’ per share, 
plus all unpaid, accrued or accumulated dividends 
thereon, and that such redemption shall be by such 
method as shall be provided from time to time by 
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resolution of the board of directors of this corpora- 
tion; and 

Whereas, said 646% Cumulative Preferred Serial 
Stock is of the par value of $100.00 per share and 
the accumulated dividends to and including October 
1, 1935, on said stock have been paid, and the ‘‘fixed 
redemption premium’’ payable on the redemption 
of said stock is 5% of the par value of said stock, 
and the redemption price of said stock is $105.00 
per share; and 

Whereas, it is the sense of this board of directors 
that it is for the best interests of this corporation 
that all stock comprising Series I to W, both inelu- 
sive, of said 614% Cumulative Preferred Serial 
Stock above referred to, be redeemed; and 

Whereas, it appears that the assets of the cor- 
poration remaining after such redemption will be 
sufficient to pay any debts of the corporation, the 
payment of which has not been otherwise provided 
for; [113] 

Now, Therefore, Be It Resolved, That all of the 
614% Cumulative Preferred Serial Stock issued by 
this corporation under Series I to W, both inelu- 
sive, be redeemed and said stock is hereby called for 
redemption on January 1, 1936, at the fixed redemp- 
tion price thereof, namely, $105.00 per share plus 
the amount of the accrued dividends thereon at the 
rate of 614% per annum from October 1, 1935, to 
said redemption date, upon presentation and sur- 
vender of the certificates for said stock at the office 
of the corporation at Room 1000 Pacific Southwest 
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Building, 215 West Sixth Street, Los Angeles, 
California ; 

Further Resolved, That the President or any Vice 
President, and the Secretary or any Assistant Sec- 
retary of this corporation shall give at least thirty 
days’ notice of such redemption by mail at their 
respective addresses as shown on the books of the 
corporation to the stockholders of record on the 
books of the corporation whose stock is to be re- 
deemed, and shall also give notice by publication in 
the Los Angeles Daily Journal, it being a news- 
paper of general circulation published in the City 
of Los Angeles, State of California, and in The 
Recorder, it being a newspaper of general circula- 
tion published in the City of San Francisco, State 
of California, once a week for at least thirty days 
prior to January 1, 1936, the date hereby fixed for 
such redemption, and that said notice shall be in 
substantially the following form: 


Pacific Southwest Realty Company 
Los Angeles 
Notice of Redemption 


To the Holders of Series I to W, Both In- 
clusive, of the 616% Cumulative Preferred 
Serial Stock of Pacific Southwest Realty 
Company 


Notice Is Hereby Given that pursuant to the 
provisions of its Certificate of Incorporation as 
amended and to a resolution of its board of di- 
rectors adopted at a meeting thereof duly held 
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on November 20, 1935, Pacific Southwest Realty 
Company, a Delaware corporation, has called 
for redemption on January 1, 1986, at the of- 
fice of said corporation at Room 1000, Pacific 
Southwest Building, 215 West Sixth Street, Los 
Angeles, California, its outstanding 646% Cu- 
mulative Preferred Serial Stock of Series I to 
W, both inclusive, at the redemption price of 
$105 per share plus the amount of the dividend 
accrued thereon from October 1, 1935, to said 
date fixed for redemption. 

Certificates for said preferred stock should 
be presented at or forwarded to Pacific South- 
west Realty Company, Room 1000 Pacific 
Southwest Building, 215 West Sixth Street, Los 
Angeles, California, at any time on or after 
January 1, 1936 

From and after January 1, 1936, the date 
fixed as the date of redemption, all dividends 
on such stock so called for redemption shall 
cease to accrue and from and after said date 
all the rights of the holders thereof as stock- 
holders of this corporation, except the right to 
receive such redemption price, shall cease and 
determine. [114] 

WAILCCE une ee , 193 

PACIFIC SOUTHWEST 
REALTY COMPANY, 


Its Assistant Secretary 
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Further Resolved, That of said redemption price 
of said preferred stock, the amount of $100.00 per 
share shall be paid out of capital of this corporation 
and the balance of said redemption price shall he 
paid out of surplus of this corporation. 

Further Resolved, That all numbers of the cer- 
tificates of said preferred stock of this corporation 
so redeemed shall be appropriately cancelled on the 
books of this corporation by the Registrar and said 
stock evidenced thereby shall not be reissued. 

Further Resolved, That the President or any Vice 
President and the Secretary or any Assistant Sec- 
retary be, and they are hereby authorized, directed 
and empowered to do and perform any and all acts 
and things, to give any and all notices, to make any 
and all payments and to execute any and all instru- 
ments, documents or certificates which in their sole 
judgment or discretion they may deem necessary or 
advisable to effect the redemption of said stock. 

Further Resolved, That the President or any 
Vice President and the Secretary or any Assistant 
Secretary upon such redemption being made, are 
hereby authorized, directed and empowered to exe- 
cute and file a certificate of such redemption pur- 
suant to the provisions of Section 27 of the Dela- 
ware Corporation Laws, and otherwise to take any 
and all steps necessary or convenient to effect said 
redemption. 

I, George C. Cook, Assistant Secretary of the Pa- 
cific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and co1- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 


100 Pacific Southwest Realty Co. 


lar meeting duly and regularly called and held No- 
vember 20, 1935, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 


Dated: March 6, 1937. 
(Seal) GEORGE C. COOK, 
Assistant Secretary. [115] 


RESOLUTION 


Resolved: That this corporation pay the regular 
quarterly dividend on its 644% Cumulative Pre- 
ferred Serial Stock, on January 1, 1936 to stock- 
holders of record December 21, 1935, amounting to 
$61,205.63, and that the Stock Transfer Books of 
this corporation be closed from said December 21, 
1935 to said dividend payment date. 

J, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held No- 
vember 20, 1935, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 


Dated: March 6, 1937. 
(Seal) GEORGE C. COOK, 
Assistant Secretary. [116] 


vs. Comm’r of Internal Revenue 101 


RESOLUTION 


Resolved: That this corporation pay the regular 
quarterly dividend on its 544% Cumulative Pre- 
ferred Serial Stock on January 1, 1936, to stock- 
holders of record December 21, 1935, in the amount 
of 13,750.00 and that the Stock Transfer Books of 
this corporation be closed from said December 21, 
1935 to said dividend payment date. 

I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held 
November 20, 1935, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 

Dated: March 6, 1937. 

(Seal) GEORGE C. COOK, 

Assistant Secretary. [117] 


———— ee 


RESOLUTION 


Resolved: That this corporation pay the regular 
quarterly dividend on its 644% Cumulative Pre- 
ferred Serial Stock on April 1, 1936, to stockhold- 
ers of record March 21, 1936, amounting to $2,047.50 
and that the Stock Transfer Books of this Cor- 
poration be closed from said March 21, 1936, to said 
dividend payment date. 
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I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held 
March 18, 1936, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 


Dated: March 6, 1937. 
(Seal) GEORGE C. COOK, 
Assistant Secretary. [118] 


RESOLUTION 


Resolved: That this Corporation pay the regular 
quarterly dividend on its 544% Cumulative Pre- 
ferred Serial Stock on April 1, 1936, to stockhold- 
ers of record March 21, 1936, amounting to 13,750.00 
and that the Stock Transfer Books of this Corpora- 
tion be closed from said March 21, 1986 to said 
dividend payment date. 

I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realtv Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held 
March 18, 1936, at which meeting a quorum was 
present and voted; and that said Resolution has not 
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been repealed or amended and that the same is still 
in full force and effect. 


Dated: March 6, 1937. 
(Seal) GEORGE C. COOK, 
Assistant Secretary. [119] 


RESOLUTION 


Resolved: That this Corporation pay the regu- 
lar quarterly dividend on its 644% Cumulative Pre- 
ferred Serial Stock on July 1, 1936, to Stockholders 
of record, June 22, 1936 amounting to $2047.50 and 
that the Stock Transfer Books of this Corporation 
be closed from said June 22, 1936 to said dividend 
payment date. 

I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution wnanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held 
June 17, 1936, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 

Dated: March 6, 1937. 


(Seal) GEORGE C. COOK, 
Assistant Secretary. [120] 
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RESOLUTION 


Resolved: That this Corporation pay the regu- 
lar quarterly dividend on its 544% Cumulative 
Preferred Serial Stock on July 1, 1936 to stock- 
holders of record June 22, 1936 amounting to $13,- 
750.00 and the Stock Transfer Books of this Cor- 
poration be closed from said June 22, 1936 to said 
dividend payment date. 

I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a regu- 
lar meeting duly and regularly called and held 
June 17, 1986, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full foree and effect. 

Dated: March 6, 1937. 

(Seal) GEORGE C. COOK, 

Assistant Secretary. [121] 


RESOLUTION 


Resolved, that this Corporation pay the regular 
quarterly dividend of its 514% Cumulative Pre- 
ferred Serial Stock on October Ist, 1936, to stock- 
holders of record, Septemebr 22, 1936, amounting 
to $13,750.00 and the Stock Transfer Books of this 
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Corporation be closed from said September 22, 1936, 
to said dividend payment date. 

I, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a reeu- 
lar meeting duly and regularly called and _ held 
September 16, 1936, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 

Dated: March 6, 1937. 

(Seal) GEORGE C. COOK, 

Assistant Secretary. [122] 


RESOLUTION 


Whereas, the dividends upon all of the now is- 
sued and outstanding preferred stock of Pacific 
Southwest Realty Company for all past dividend 
periods have been declared and paid, and a pre- 
ferred dividend for the current dividend period pay- 
able January 1, 1937, has been declared and the 
amount thereof set aside; and 

Whereas, an amount equal to the amount of two 
full yearly dividends on the now issued and out- 
standing preferred stock of the corporation has been 
set aside out of the earned surplus of the corpora- 
tion and transferred to ‘‘Surplus Reserve for Divi- 
dend on Preferred Stock’’; and 
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Whereas after payment of said dividends and the 
setting aside of said amounts, there remains an 
earned surplus available for dividends on the c¢om- 
mon stock; and 

Whereas, out of the net earnings of the corpora- 
tion for the year 1936, it is estimated that there will 
remain, before the payment of any dividend on the 
common stock of the corporation, a net profit sub- 
ject to the surtax on undistributed profits amount- 
ing to approximately $365,000.00. 

Resolved, that a cash dividend of $8.00 per share 
on the outstanding common stock of this corpora- 
tion, amounting to $400,000.00, be and the same is 
hereby declared out of the earned surplus of the 
corporation, payable December 18, 1936, to the com- 
mon stockholders of the corporation in proportion 
to their respective holdings of common stock as 
they appear of record at the close of business on 
the 17th day of December, 1936. [123] 

J, George C. Cook, Assistant Secretary of the 
Pacific Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a reeu- 
lar meeting duly and regularly called and_ held 
December 16, 1936, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 

Dated: March 6, 1937. 

(Seal) GEORGE C. COOK, 

Assistant Secretary. [124] 
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POWER OF ATTORNEY 
Know All Men by These Presents: 


That we, the undersigned, on behalf of the Pa- 
cific Southwest Realty Co., a corporation, having its 
principal place of business in the city of Los An- 
geles, State of California, have made, constituted 
and appointed, and do hereby make, constitute and 
appoint, Claude I. Parker and/or Thos. R. Benner, 
of Los Angeles, the true and lawful attorney or 
agent for the corporation and in its name and on its 
behalf to act in all matters pertaining to any Fede 
eral Taxes now assessed, proposed to be assessed, or 
which may hereafter be assessed against said cor- 
poration, o rthe consideration and determination of 
which may be pending or may hereafter be pending 
in the Treasury Department at Washington, D. C., 
or in any Division, Bureau or Section thereof, 
whether in or out of the said City of Washington ; 
giving and granting unto said attorney or agent full 
power and authority to do and perform all and 
every act or thing whatsoever requisite and neces- 
sary to be done in and about the premises as fully, 
to all intents and purposes, as any of the officers of 
the corporation might do if personally present, with 
full power of substitution or revocation, hereby rati- 
fying and confirming all that said attorney or agent, 
or his substitute or substitutes shall lawfully do or 
cause to be done by virtue of these presents, hereby 
specifically revoking all prior powers of attorney. 
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In Witness Whereof, we have hereunto set our 
hand and seal this 28 day of January, 1931. 
PACIFIC SOUTHWEST 
REALTY CoO., 
By (Signed) W. B. STRINGFELLOW, 
Vice-President. 
(Corporate Seal) 
(Seal) 
Attest: (Signed) WM. DOWNEY, 
Secretary of the Pacific 
Southwest Realty Co. 


State of California 
County of Los Angeles—ss. 


On This 28th day of January, 1931, before me, a 
Notary Public in and for said State and County, 
personally appeared W. Bb. Stringfellow, known to 
me to be the Vice President, and Wm. Downey, 
known to me to be the Secretary of the Pacific 
Southwest Realty Co., the Corporation that executed 
the within Instrument, known to me to be the per- 
sons who executed the within Instrument, on behalf 
of the Corporation herein named, and acknowledged 
to me that such Corporation executed the same, for 
the purposes therein stated. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and vear in 
this certificate first above written. 

(Seal) (Signed) DOROTHY C. REYNOLDS, 
Notary Public in and for the County of Los An- 

geles, State of California. 


My commission expires June 13, 1933. [125] 
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SUBSTITUTE POWER OF ATTORNEY 
Know All Men by These Presents: 


That I, Claude I. Parker, of the City of Los 
Angeles, State of California, in accordance with the 
authority conferred upon me, in that certain power 
of attormey given to me by Pacific Southwest Realty 
Co. bearing date of January 28, 1931, hereby consti- 
tute and appoint Bayley Kohlmeier of the Citv of 
Los Angeles, California, to act as my substitute 
attorney, or agent giving unto said Bavley Kohl- 
meier full power and authority to do and perform 
all and every act and thing whatsoever requisite and 
necessary to be done in and about the premises as 
fully to all intents and purposes as I might or could 


do if personally present. 
/s/ CLAUDE I, PARKER. 


State of California 


County of Los Angeles—ss. 


On this 28th day of February, 1939, before me, 
a Notary Public in and for said State and County, 
personally appeared Claude I. Parker, known to me 
to be the person whose name is subscribed to the 
foregoing instrument and acknowledged that he 
executed the same. 

Witness my hand and official seal. 

(Seal) /s/ M. LeSAGE, 

Notary Pubhe in and for the County of Los An- 
geles, State of California. [126] 
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tax foun! yegr began io 1937 and coded on or after July 31, 1038) 8.8 yp l20e SS. 
2. Enter here 1¢ percent af em 2... .—--------—------02 enone ...| &...612,012 . 05... 
4 Dividends ressived credit (85 paresal of Schedule F, ecluma 3)....| 
2. “G@Panes subject to ensam-prodts tax (Hem | minus items 3 aad 6).....0..2.-0- ce 
4 Amount tansble of 5 percent (3 pereent of Item 3, but set more than item 
7. Balance tomble of 19 pareset (tem $ minus item 6)... ......-..------0----- 
6. Total cncem-protite tat... —--—--n-nensereneneneeneen ee 


MORMAL TAX COMPUTATION 
ET SE SES A = we SA 


s W1,02l 26 


12. Tas on partion of item 13 in emcens of $15,000 and net io exeoms of $40,000................-.--. seeeereea boad-g MOQ. .| OD. 
16. Tas on portion, of item 19 in encom of $60,000 ae: 2). 
17. Total normal tag in Iheme 18 to 16 ; 
Means Tax on Conrenamews Nor Buasecy o2 Gaspeares Nommat Tax Rares 
(to be eased in Bee of the sermel tag rates above) 


16 Beaks and trast ecoppanies (eo lesbreciéca iD) 


10, Insuance compenien eine ae atin cn. sun aa'saveuateseas soneees | ereteat 
90. Corporations entitied te the benedits of anetion 361 of the Revenue Act of 1906... 2...) 22 cnne-—rnevorsenene] 


31. Corpevetions erganieed uncer the China Trade Act, 1082... ...——. 1. -envensaoeeenenoeeee |= 
28. Foreign corporations cagnged in trade ov busines withia the United Biates or having an 


UNDISTRIBUTED PROFITS SURTAX COMPUTATION 
‘(iso Inctemsiias [) ceepesding eagendlay cosy! bow ere) 


28. Ket income fer income tex computation (Item 31, Schedule A)........ 
36. Rermal tes Gtem 17 above) a 
3h. Credit fer belding company offiste or nstisasl merigags eax ‘é- 

ten (ese lastrestion ITT (0) ead (¢))———-—___________...|... 
90. Adjatted ant income (tem 33 mines tems 34 end 98)... 


33. Condit fer contracts rastristing Gividead payments (see Inets. III).|.........- gees 
9B. Undistributed net inceme (itam 98 mines items 37 and 98)... -onnnnneenserre nee ee- 
30. Portice of ites 20 tombe of 7%: $6,000 or 10% of item 38, whichever is greeter (bul not 


more thea Kem 39) ____ «caceneeonereeveseeanernesnanerene:| 
31. Particn of tem 30 tenable of 19%: 10% of item 30 (but sot more tien fem 99 minus 
¢ tem 38) aocseneensarecenen sonsenens enseresscmnerencsnensss| cones 
33. Portion of Siem 20 tamabie of 17%: 20% of tam 28 (but not more than item 27 mines items 
80 end 81) RRS BO 
3B. Bertion of item 20 tansdle af 22%: 20% af items 36 (but not more than item 79 minus items 
30 be 32) 2 wee 


Total normal tax and surtax (item 17 ples Htem 85, or tem 18, 18, 30, 31, OF FZ)... se emeeecneeeeee eee 

a7. Less: Credit for income tax of 6 feteign country er U. 8. possesion allowed a domestic corporation (see Instrustion IV)... 

20. Balance of tas (Mam 96 anlmwn Mem 87) nen ence cnceeee es scnceeonsanees senensnte reer esnmmnsneecenenen ese rantesemcmrennemers 

38. Eneus-profite (az (tem § above)... 4 

©. —‘ Total tax due (item 28 ples Hom 99)........... ceca oreo ee 
7 Lad 

<wtics: DUPLICATE COPY " must be filed with this eriginal 


- fe. 
returns (1G will be acoln 


wh Vechten ve tgtes "eV 
2 
— Lede Pye ENG OPM 
Josie fue ee ow { 
te ‘ vent put ere Dose tt ies art 
rasining ocr) 8 mee 3 allo vane . ry 2 | 
1 ‘ Teh ewhh fr a aeiedale DT , | | 
U Gross prot! fran ete ite Dimine Mook . 
A Uren: * ol or tate ot tica ary mat gn igeome cle le tianing 4 bor 4 a ) 1 
« anatter faerie eT 1 seme ‘ 4 ‘ ' ! \ 
6 Gree pb we inteatr ee ere get an locomestte rcining Retor siteos tly : eo. =. ce ] 
J total on hee a betes a rtgaene, honda, hank ih puuts ete... Ere i ' at? | 
Por ter ad ueetion of the Unite] Mates from seheluly B, line wi i. th . | 
uo dente ee ee a 7 e2 ake | 
10) Huyaltics —— oe... bag | 
VW) Capital pain cor boss) (iron Sela duke 1). (Ie net boss, do wot enter ovcr 3?,000)_ 
2 Dividers (finien Relaetabe Be... -ae -eee eager ees nee cenlienene neat scene 
14 Otter Inevine (state nature uf income) CD@MMI@ Toe 1 attached 


Ww Total tncome in Itema 3, and 6 to 13, Imclesdve © en eee = 
DEDUCTIONS 


re Compensation of officers {from Schedule G)_.... RTP eR ETE oc ove cn is 
t6, Salarice and wagrs (not deducted elees here) . . 

17. Rent) ee 
18 Repatrs................. 
19. Bad ske-bte (from Sebedutc H) 
M Interst 2 
21. Taxes (from Schedule 1). (De ws wot lwetude Federal ey tax)... 
22. Contributions or gifts (from Bchedule J)... bs ages 
23. Loews by fre, storm, etc. (Submit vehcdule, see Instruction . __ oe 5 ae 
24. Depeveistion (from Schedule Kj... ---enre--aee sme eemes « saeerm cere eee ane 
23. Tepltion of mince, ofl and gas wells, timber, cte. (Submit schedale, see Tastrection 25)... 
DK. Other deductions authurierd by law (from Bcledule L) ——.....-- 2. 2c - eevee 


snreee- epee os see-2:e 


Sa Total deductions in Iteme 15 to 24, Inclusive. I ta we op nae 
5%. Net Income for c1ceas-profits tax computation (item 14 minus item 27). 
= Less: Feleral exeess-profits tat (sre Imetruction 29)... ... x 
». Interest on obligations of the United States (item 8, ae. po é 
3). Net tncome for Income tax computation (item 28 minue items 279 snd 30).. 2 
Schedule B.—RECONCILIATION OF NET INCOME AND ANALYSIS OF EARNED SURPLUS AND UNDIVIDED PROFITS 
oe —_ = — 
1. Total distributions to storkholders charged tu! | 17. Farped surplus and undivided profits ap y 
earned surplus during the taxable year... | $ 950,000 00 shown by balance chect at clore uf preeed- 
2. Contributions of gifts (axcess over A percent Ing taxable year (Bebedule N).... s._...089,894 | 40 _ 
imitation) _.....-.-—-....... ee ee 18. Net income fur income tar conpulation | 
3. Fedleral incre faxes. oe @3,251 08 (tem 39, Rehedule A’ a: owe |. $23, M1. PO 
4 Tuco Giareeid United States puss sini or © Noten de ree portly cae npt lucue - 
forvign countries Hf clanucd as a credit: in ta duteres? on: 
whale or Iu part in item 37, page | of return (1) Obligations of » State, Territory, or | 
S& Federal tazes paid on tas-fres eovenant bonds. political sul.dis ion thereuf, or the 
6 Bpcelal imoprovement tazes tending to increase ! District of Columbia, or United 
the value of the property amemed...0/.00000 occ ce eee, ae States 
7. Replacements, renewals and capital capendi- — - (2) Obligations of United States imued 
tures charged to expenses on the booke..f...00 20. oo ccene woe ca ef before September 1, 1987, nd 
&. Insurance premiums paid on the life of any | 
officer or employes where the corporation fs | 
dircetly or indirectly a beneficiary. 


6. Unallowable interest Incurred In purchasing or | 
carrying exeaspt interest obligations... 
10. hxeees of eapitel lon, if any, over amount aflon- 
able as a deduction In item 1), Sebedule A_..... 
ll. Additions to surples reserves (ist each reserve 


1%. Adjustments for tax purposes sraue fecticdlc on ' 
hooks (itemise): 


14. Sundry detiite to lesa mirple iitarslaede 
{b) 
(e) 
(d). Selec 
15 Earned suns ina undivided profita as shoau 


by halsace abcel at close of the taxable tear < 

(Behedule N)...—..---00-.--sse00e ee oe. 2 ill ale eeeerereese: as 3 =: 

16 Total of Tinea F to 15 ls in, 123 123,001.08 “| es. Total of lines 17to7? ei,l2e0,092 Ga. 

NOTE.—Attach to thie return and mark as Schedule B-1, Le. age of surplus reserves, if any, as shown by the 
balance sheete (Schedule N), additions to which are not ae for and excese-profits (ax purposes. ome 


ve vi tx eeles rece 3 
ee —— = 
= - F J a 2 some 
t 7 wad tae jtias ’ ae e 
qavet pra (te he fete , ements 4 pat 000 "20. 
p : =. 5 Crdite during the wear (to be oh talk | i 
i = ¢& @ (e\ 3ueh Oontrivutions .! 2220 09. 02... 
ar - : >. cs) a seh ——— | 
(4...——- ee ~~ ‘ d 
telanc (ry. Goes 
Pald-in or capete! orpdae a6 shown by b>, 
. chest ot clone of the tamahhe yer (Mlaedie N) |__Egetyg v0 i. a yce 


i re SE rr 5 ee 


Schedule D-2—COST OF OPERATIONS 
(Whine terentarins ore unt os become dot combating tortor) 


.~ SS SRE SS ——. 

. 1, Ralarivs and wage. ce Pe 8 ) 8 ---=- 

{ 2. Other enets (te be detailer!) : | 
ty LC) ee eererreey -< 


0) Gee coe 


oo el Lg) SS ; he 
fe A).| $. .W...-.. a & Total (enter as Item 5, Rebedule A) 0 80 wee ee le 


eawerenserccasssucen ss 


@ Lee inventory ot ond of year. 
Cast of goods (enter os Hem 2, Bchedu' 


GME... l Simcoe 


- seeweremmeese + 


Totad Goin fer Lem (entar os teem 11, Schedule A; but W amount ie Jom, do wot enter over #2,000) ____. a - 

“ ape property was acquired ....-—---.--------—-- ~~ — a ee 
Cy Ne eh perctaenr cwned ret oe idireely more thas 20 pret in vale of your eutaanding ct, (8) where Pur 
nel was nove thas 60 parsest tn vales of fis capital stock sad 80 porcest in value of your capital stock was owned dirertly or indirectly 
by or far the enene Individual o his family: and (c) where parcheser was a corporation, whether more thas 60 pereeat In value of Its capital stock wae owned! 
dhveetty ur indirectly by you Tf 90, state name and address of purehesrr 


Schedule F.--INCOME FROM DIVIDENDS 


go, Se Ee 


Totel of cobumme 2, 8, and 4 (enter os tem 12, Schedule A) 
‘ 8 Ov staoin eectret team companions expatend enter tho Chim Tuts Act, S08, end earperations cntitied to the bunatin <f cation 301 af the Rovanns Act af Mins which Sividende vei 


Sacbedale C.—COMPENSATION OF OFFICERS (See instruction 18) 


O@icere (enter ac item 15, Bebedule A)... 


nin ceceas of $t5,000 was 
a Schedule H.--BAD DEBTS (See Instruction 19) 


4 Bot Netss Charret of | 1 Corparstion Carrie 4 Reserve 
& falm op Acevunt palin eee ee | 40 x ie ar 
9 ry 


Nore —Check whether deduction csitned mn prewente morities sh tte clardid Door lean odd atea nacre o J 

In ie to the date required atuve, curpurations damning deduetwoos un cther tap a rem s at rieh subiuit the informal on eseeihed un Tne 
Aroction 19. apse 
~ 


~ 


ee 
Schedule 1.—TAXES (See Inetructien 21, 


Pose 4 
. Noes we A ae 
{SMR ised 8x - Sulifuris z 8,115 be Toclil security ic 6 1am 
Srusc.ise .ux - -el.mre ~O 00 Ura.losuent Ins. W2x - life- 2,007 ue 
.ersoual oro, arty Tex & 8 2 a a =.. 
Reel .scperty Tox 251,745 72 = = ———— —— seas 
Je,itsl tock T.x - “vders “i. 5,180, 00 S.. F aT 
—_ 2 _—- Be ae ees + 190 fae 07- 


Schedule -—CONTRIBUBONS OR GIFTS (See Inet rus tron 22) 
= —_—2 —_ ae > =e 
Same etot Ub ine ef Core ce sate Name oe! wre 


— 2 ¥ oem 
Total (enter as item 22, Sebelule A, subjcet to § prreent limitation per Tastructiva 22) 
nae ee 


Schedule K.—DEPRECIATION (See Instruction 24) 


arn Oa EES SS SS 


S Amepewrsstiom AI fegrme ame to 


breed it eee aq GHEEg Heb to 
ge Pe ne hervere 


1 Aww oad} ld 
Ave Ce ot 


‘ be Aa pert Af boast Ld 2 Dew & Cart or Uther 
masrrial uf whach Arqaret Lame Lad ot Yeas 


Gate pabd) 


DC ccsecoo ma ee rn 


2. Assets other then cash or the corporation's ova srcuritics: 
(See notes I and 3.) (Indlente aature of eats.) 


fi 4 
10. Totals of ems Ito 8 ...... - ce i a . 


12. Dividends paid eredif (total of Maes I! and 17). (Enter ee item 27, page 
14 Adjusted net income (itm 36, page 1)___. 
18 Dividend carry-over (lias 13 minus Hae 14). 


RECONCHIA TION 
16. Tota! distributions out of carnings or profits of the taxable year or out of earnings or 
1913 (total of columns | and 2, Ene 16)... = Ee 
17. Total distributions charged to cerned and undiviied profits, es shows en line |, 
16. Total distributions during the taxable year regardless of source ae 
é o 
In case the amounts entered on lines 16, 17, end 18 are pot the cane, esplain diference 


Noves: i re 
1 Enter the lemer of the two following amounta determind as of time of distribetion 1, The adjusted baste ta the hands of the corporation 


provided in section (13 of the Revenue Act of 1936, es smendeJ; or 1%) the fair market 
2. Enter the amount of the fair market value at time of distribution. 


4. Preferret stock for this purpose shoukl be consileret as stock which ts es to either dividends or srreis, irreepective of forma! iesignation. 
8. Distrilestions in the form cf nghts to purchase seeete or subecribe lp 4 other obligations of the corporation should be entered in the Cm 
Zpplicable to the acets, etocke or uther obligations fur which mghts were distributed. — 


Schedule N.—BALANCE SHEL TS (See Inetructian N} 


bi ai al Dodit Tavatle Year 


ASSETS \ { ial } 
1, Gok ......-..--% ee ee . | 6% 
2. Notes receivable . Lew vo | s wa? LO 
RB Accounts recelvalle —ar tak lo zy 
(a) Total of Virws 2 att 9 
(BY Laas remveve fur badd debts 4 =i eats _— Lae... 
6. Taventorica: | ' 
{e) Raw materials ..... ; 
()) Work in procees 
(e) Finished goods nese: 


(@) Bupplics...........-. 


——s A | 
6 favelnents lacteriment obligations); | | \ =] oa) ane 


(@) Obligations of @ State, Territory, or | 


political subdivision thereof, or the 
District of Columbia, or United States 


poerrasions. 
® Obligations of the United Metes 
( Obligations of instrumentalitics at ‘the 
United States... no----sereeceesoneen sone: | 
6. Other invest ments: 
(6) Stocks of domestic corporalions . ........ $3 2 8 
(}) Bonds of domestic corporations ......... ae | s 
| 
oe 


(©) Stocks and bonds of foreign corporations . . 
(® Treasury stork.........----- 
(@) All other investments or ioane’ SEES \ Pee can abe: 
7. Deferred charges: 
(oe) Prepald insurance, taxes, ete ....... ... wwe bb gd9.! ZO 
& Capital acsete: 
{e) Buildings. ........_.. seereen 
@ Machinery and deat p 


sae hQadA9| 6 


89,169,557 153... 


images 


60 


sO ail 


(@ Other depreciable assets......... . — — : 
() Total of lines (¢) to (0)...........- $6,095,957 ‘ne 96,169,097 53 ; 
@ —_— Leas reserve for depreciation. ‘ 5054287 | 09 |_ 1,728,053 | 26 } 4,441,604) 2 


@) Depletable aseets_................- 
@ Less reserve for depletion. _ 


| 
i 
i 
i 
t 
t 
os 
ty | 
Fa 
tn: 
* 
ta 
oO 
wo. 
# 
sy 
>| 
| 


298409299. 4 


LIABILITIES AND CAPITAL , | : 
11. Accounts payable. 8. .nevene- bg RA? |. 28. s...... 7,877) } 
12. Bouds, notes, and mortgages payable (with | 
original maturity of less than | year)............ aweewosien «nv own semectll| cxxe's>=x|/ UNNI ((2cseeatemmen son nn- cacefe aa 
18. Beads, notes, and mortgages paynbie (with 
original maturity of ! year or more)... ----- 918,000 | 00 .. 1459800010 
ae 
ase | wae 
7 Sea 
8 1.950 00 
: ane he PSO | D 
ied | 


| No Per, No Stetqd Value _ 


| 1,525,000 | 0 
689 ,839 | 9 
0.__Total Lahn 0d Copia nr! § WeOR 9G 68s ae 867 
Schedule O.—CHANGES IN CORPORATION'S OBLIGATIONS AND CAPITAL STOCK (See Instruction O) 
Odtigstions | Pretered tora | Counmoe Btork 
on { 
1. Total cash receipts during taxable year MEEEEROBE corporation's own ( | 
"tnterest-besring obligations with original maturity of 1 year or more and 
RN ee eer 8... 989.0200 1.900 so 0 
Se alms eae sammie aed) copay mim | | H 
corporation's own interest-bearing obligations with original maturity of 1 | | 
Year or more and capital @otk 2. sscecccceecssecssesecseteeeess  ssssmeeesesees 2 0004000. _00 ms nn th 
a ces a #0505000 TOO/s. § i 
© Preferred stock for this purpose should be cunsidcred as stock which is preferred as to either dividends or asscls, irreapeetive of formal desiqnatiy 
2-1 
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Leet geen a - . 
Fam ond hindecel products | PMD STL IT ] Whoo 
STtroa some pees i AA tae _ a 
2 On oo ar 
ae a | Ae oF ster. chet te were) Ged trate tar | Fees, aut gee, 
Es F oe ate 
a | Te omer cet walt al etd cya 
* Es Finance: 
— 7 wee fal: Te a : , . ath eternal fee The fee 
. o™ a altel i al attra es Sant Mabe 
nee beatae ay than ote | a a Toten fd tek re, Inve wnt 
v ant int py pie ‘ip Fy Dd en 


vepteg fel yan. & mete eats. 


i tive +f. Mee dere = { fae, ae 
gorhate, be, rt 7 } atite of Pee te suit et eee 
— Ves eg, oR ash), crite ral wet ‘sb | 
t Inset nent terete, eter refutes, 
fiers ne ered diesilline alerted, hye mans eee Bhat ited at Otte de alge aig aHlalan td Sates 
_ 4 heve, Gowll. alfeet, Sirs Pat ratasstas 1 * ‘ eH tan cuepanes, Tah! 
5 ; are Te tut en ve > eine, tate, pret 
[7 Tebeces potete, re fuing at ms 1 Wiarteae 6 alee eae Al nek Vi saree werels 
= Chemicals... jot. ative eth x A Aarleulture ool piste! Inlucrion, 
Teoutidess @ eeliw eed oe: SAPS Tt (Ot ER To ee oy Teetry. ice bar: 
ae ‘ 4 PT AMAL et teal autets ous Or is scaeatas nats i sae Seite ow cach pertain 
Cote a dyes provte, ote; aap eee. | bt metal, jevlae avipeess ing ana quer ing, (a: 
je a Loa obi tta wet onl eels, Hn Sut 
Woop ae) seed ered: Ar gods, if Faants, pirm ata, trmuslen, + { Miscetieneoue manufactur- ee anaes. i 
J ote, wot puting, aeuring es f ing: Conetruction -iravetinos, 
mae and pep gels —dtrest eels, I a | Ra tice, o aplete of parts feviges, barblines, pailermds, shige, 
LU thwes mit ele, qunmirec, © *yur, ae ‘| , { equiyyiar as? ostalling systems. 
U arts, Saar coverings, tepretrive, Noe eee Slieeyer | Mural, [raterunal, amt stent tte [9- '—Traneportation —rall, ester, eer 
Oe tate. | Wrumests, nqaical gals, small tet ag nat ie raring mit rs 
thee tat sewed. BM. fur linen. ae: Metal preducts and proc. SG wr Dipl, mrepleces, 0° 4 terage cold simage, prainclerated., 
Brie: beet! ot, margienl lent ins, ec. eseest | a) Sane verness Sa ‘ Pe smimcerpaamdt ¥ aUiLs, ete, 
Clete | —custom-mote, berturp-made, Teun am @ret—peoducts of bt tur | RONMANUFACTURING L Teg Se ae acca al oat id 
J fuwet, gue iastifictal or natura!) jr 
onierwras, milterry, ete. Rares, ring mul. buandines = . pep ken se Mere ie ON ag 
 hegaa: asain ag me. on apd relpoed epupment hiscamas @elet-oeks, heat wiggle, tell bridges, 
= Whdeue, ote , basing suck ultlters, 
—— bouts, cham, shippers, ote yes vohictes, comish“e uf fart: . [Service —profersinos!, Business, 
H-tat Ls emus ment, duaprstic, aod elf other 
QUESTIONS 
Stuer 2 2 f : 
1. Date of incorporation aid wl ,..29239 She { 9. Was the corporation In any way an outgrowth, reault, continuation, ne 
' H 
2 Gate @ country ._ vel wre. ae a roorganization of o basiness or businesses io existence duriug this ar 
3 State mums fee where juurg™eturn fur the preceding year was any pnor year aince Deeember 31, 19177. ... 2... IP anewer 
Taja.- iz a. F 
ted calif omia. ~ y ate - eg Et eee is “yea", give name and address of each predecessur business, and the 
s fe, ae nag 
& The corporation's books are in care of fie BOY, n33te [OCYe date of the change In entily ...-2 ee eee a ee 


Upon such eLange, were any asset values increased or decreased? 
return of railroad corporations’ aay (eee a aevecessocceuceee Tf anewer fe “yes”, Closing balance sheets of old 
the collector of internal revenue for your district business and opening balance sheets of new business must be furnished, 
Sebedule, which ahall be filicd in, sworn to, anil unless furnished beretofore. 

return, (0. |e this return made on the basis of cash receipts and disbursements? 
lated reture of railroad corporations, and (9) you Yes ... If pot, describe fully what other basis or method was 
amy time during the taxalidle year SD pee tar re aft: ee a ar 
of another eorporation either domestic or forcign or (b) any < 


individesl, pertnership, trust or association, owned at any ee ws 
Guring the tazable year 50 pereent or mare of your voting stock, ae : ae 2 “a cee Ss 
le ashedule showing with reepert te each: (1) name and | 11. Stete ehither the inventories at the beginning and) end of the taxable 


(2) peremstage of stock owned, (3) date stock was acquired, year were valued at cost, or cost or market, whichever le lower __... 
collactor’e office in which the Income tax retum of euch | 0000 wee If other basis ia used, describe fully, 
fedividual, partnership, trust, ur association for the last state Why usd. aft the dete teoetany = teh eeeee se na ctuee 


corporaties included in a consolidated return 
Yea. If so, give name and address of 
ibe consolidated return and tbe last year for _ 
pied OFAN Crom l-1. to 11-16-35,| 12. Did the corporation make « retum of Information on Furms 1096 end 
Tet Coapeny, Loa snceles; | 1099 (ere Tastruction I) for the calendar year 19377 ...... XO@.—..... 
TO Lis Ne y=, CCC”~—~—*—*—”—”—COtt ttt 
Loe angele? = AEF IDAVIT (See instrection F) 
resilent (or vice president, or other principal officer) and treacurer (or assistant treasuret, or chief accounting 
or which this return is made, bein; severally duly sworn, each for himself deposes and says that this return 
g schedules and atatements) has been examined by him and is, to the best of bis knowledge and belief, a 
return, made in good faith, for the taxable year «tated, pursuant lo the Revenue Act of 1935, as amended, 
16 and 1937, and the regulations issued wh ' 


1 before me this ye 


s aoe o , 
Caan. 1 Macca Se PERS Ge 


Ow res. om es sitet 
: Qi this return was prepared by ects person or persons other than officers or employees of the corporalios, 
. the following affidavit must be executed) 


AFFIDAVIT (Ses inetrection F) ; 


I/we swear (or affirm) that Ie prepared this return for the prrion named herein and that the return (including any aceompanying 
schedules and statements) is 0 truc, correct, and complete statement of all the information respecting the income tux and/or excens- 
profits tax Bability of the pereon for whom this returs hes been prepared ef which [we =e any knowledge. ) 


Subscsibed and sworn to befure me this am eae wale 


ue '. , ‘ 5 peter os 
oe Tt Angeves 
ine Ape Se Se yes om eS ee mE 
se tere og vr 74 mot Cettorens -eecurityadicat cut lana) Sank of oa aut ‘i 
: nh ‘ & 29, itu fe eee were rmeme or 8 vw 


,-& 
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vs. Comm’r of Internal Revenue 117 


Pacific Southwest Realty Company, Los Angeles 
Year 1937 
EXPLANATION OF TREATMENT OF SECUR- 
ITIES DESIGNATED 546% CUMULATIVE 
PREFERRED SERIAL STOCK. 


At the beginning of the taxable year there was 
outstanding $1,000,000 par value of securities issued 
for $953,142 during the year 1928. These securities 
were designated as 516% Cumulative Preferred 
Serial Stock and were treated as preferred stock in 
taxpaver’s income tax returns for the year 1928 and 
subsequently. During this same period quarterly dis- 
bursements of 134% of the par value to holders 
thereof were treated as dividends. 

As explained in taxpaver’s letter of February 3, 
1938 to the Commissioner of Internal Revenue, it 
is believed that these securities were, in fact, evi- 
dences of indebtedness of taxpayer, that holders 
thereof were creditors of taxpaver, and that the 
quarterly disbursements to said creditors were pay- 
ments of interest on this indebtedness. Taxpayer’s 
return for the taxable year ended December 31, 
1937 has been made in conformity with this belief. 

Said securities were called for redemption on 
July 1, 1937, at 102% of par value. 

In this return the $1,000,000 par value of seceuri- 
ties, reported as Preferred Stock in the closing bal- 
ance sheet for the taxable year ended December 51, 
1936, is reflected in Item 13 of the balance sheet for 
the beginning of the year. The $41,250 disbursed 
during the year to the holders of such securities as 
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dividends is included in Item 20, and the premium 
and unamortized discount in Item 26, of Schedule 
FA’, [134] 

Pacific Southwest Realty Company, Los Angeles 


Year 1937 
SCHEDULE NO. 1—OTHER INCOME 

Item 13 
Service Wess: 20.05 ee $44,627.83 
Aveney Nees: .20.2..00). 0... ee 3,000.00 
Commissions received on telephone’... 206.23 
Commissions reCelved ON COWES. cece ccccsecccseneeeceees 97.48 
Sale of baled waste Paper in ccccccsccccccccsesscecsueessenceeue 286.73 
MOSCONIATVCOUS | ceiececcsucacecacceiaatuan alee 111.13 
0) (yl ae en AME SINE. $48,529.40 


SCHEDULE NO. 2—OTHER DEDUCTIONS 
AUTHORIZED BY LAW 


Item 26 

Reehmameine expense 10. .....ce een ae $ 1,539.62 
Tiernan sSessiient G22 te eee 632.64 
Nines ani Oe oe 2 es 13,177.78 
Window washing, Services, Ct Corseccccccccocscscsecssseesasssseuesen 7,550.83 

Building equipment—miscellaneous 
AVE OULEV (=) TK) duis) eR MSERmE ok 328.07 
Water, fuel, power and light. eee 28,379.98 
Engineers,’ janitors’, and watchmen’s supplies 3,176.65 
DEC HO ee ate 125.00 
CSO TITNTNUS SU OTM pe es cece seeccseeesses <r. 2,981.03 
Postage, stationery and supplies.............. sp 828.07 
Telephone and telegraph... ee 684.29 
Subscription audedues= 2... ee ” 553.11 
Weal oe ee eee 2,386.45 
Ato auglatinay el, 02.0 eee ee 758.27 
Miscellaneous... ees eR ee 2,007.97 
2% premium on debitreured.. 2. 222.2) 20,000.00 
Unamortized discount on debt retired... 31,275.39 
WC) 2) NS cr cen, $116,285.15 
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SCHEDULE No. 3 
Paeifie Southwest Realty Company, Los Angeles 
Year 1937 


SCHEDULE K—EXPLANATION OF DEDUCTION FOR DEPRECIATION 


Kind of Property 


Buildings 
1. Alhambra—Brick 
2. Carpinteria—Brick 
3. El Centro—Brick......... 
4. Glendale—Brick 
5. Hanford—Brick 
8. Cuadalupe—Brick..... 
10. Lemoore—Briek......0.0... 
11. Lompoe—Briek..... 
12. Los Alamos—Brick.... 002... 


18. Main & Commercial—Brich 2 cect eeeecteceene 
lect inceopriie—-oteel & Concrete... eens one 


15. Ocean Park—Bricek.... ......... 
16. Orentt—Concerete..... ... 

17. Oxnard—Brick............. 
18. San Luis Opispo—Brick 
19. San Luis Obispo—Brick 
20. Marine—Brick 
21. Santa Maria—Brick* 
22. Tulare—Brick 
23. Venice—Brick..... 
24. Visalia—Brick.. 
25. Whittier—Brick.... 
26. Redlands—Brick....... 
27. Redlands—Steel & Concrete... 
33. Lindsay—Brick .......... 
36. Exeter—Brick.... 
38. Saticoy—Concrete... 
39. Fillmore—Conercte.............. 
40. Brawley—Brick 
40. Brawley—Brick........ 
40. Brawley Add.—Concrete 
41, Calipatria—Brick..........- 
21, Santa Maria—Brick* 


5. Deprecia- 
lion allowed 


2. Date (or allowable) 
Acquired 3. Cost In prior years 
7- 1-23 Gi Re ete) $ 11,678.07 
T- 1-23 15,446.92 5,109.74 
femme 20,209.45 7,285.16 
7- 1-23 11,251.10 4,084.49 
foa-23 45,650.00 V5) ee ss) 
ie ees 9,602.31 3,108.40 
Te (ee 21,000.00 7,623.76 
Te ee 29,151.56 10,528.15 
feel.) 6,020.83 Baloo 
7- 1-28 TOT 5) 6,325.48 
j- 1-23 678,516.36 234,027.27 
7- 1-25 40,510.76 14,706.87 
Bs 7- 1-23 (2) 2c fh) 3,853.52 
Te [eee 78,361.02 21,157.47 
fic ee 22,655.24 8,960.90 
0-24 2,090.92 1,061.48 
1-23 48,183.00 17,340.97 
12 100,000.00 27,000.00 
1-25 40,000.00 16,219.51 
1-23 25,571.50 9,142.59 

Ts eee 59,349.50 28,377.00 
Te 128 26,460.55 §,829.52 
emilee 4,281.90 2,252.01 
Te (eee 97 318.70 25,968.63 
4-28-24 34,765.92 16,561.14 
oie 4-28-24 6,000.00 2,050.69 
4-28-24 6,000.00 2,050.69 
4-28-24 20,900.99 5,350.32 
4-28-24 14,683.37 6,903.16 
. 4-28-24 10.110.67 4,752.04 
5. 1-36 5,200.69 69.32 
4-28-24 22,994.00 9,799.33 
Te Ieee tee, 02 2,119.17 


7. Life 8. Est. 

used in remain- 

aecumt- ing life 

6. Remaining laling from he- 

Cost Depre- ginning 
to be ciation of year 
Reeovered (Years) _(Years) 
21,049.21 es 2 ime 
10,337.18 1s Wye 3412 
12,924.29 Tess 1 26 1/2 
7,166.61 3h 1 8) Te 
20,427.67 13 ye es We 
6,493.91 WA Ble 
13,376.24 3 172, Boule 
18,623.41 alll 261/2 
3,835.08 1B 1 ial 
5,701.77 By lye 161/72 
444,489,09 13 1/2 BS) 
25,803.89 WS} 122 2 Glee 
4,420.23 13 1/2 261/2 
57,203.55 ye Doula 
13,694.34 133 142 UES) Les 
1,029.44 121-2 ly Wye 
30,842.03 3 1/72 Ome 
73,000.00 13 1/2 onl 
23,780.49 snl 2 ile 
16,428.91 eye Soule 
30,971.73 Leal 16 1/2 
17,631.08 13 Wye ae lye 
2,029.89 lesley 16 1/2 
71,350.07 eh ye 36 1/2 
17,904.78 12.273 ijl 
3,949.31 122/5 27:1/3 
3,949.31 122/35 Pilea 
15,550.67 V2 ee 27 1/3 
7,780.21 12 2/3 ely 
5,358.63 Wes le 3 
5,181.37 273 4911/3 
18,194.67 eee fli 
3,463.55 Ves 19 1/2 


i) 


9, Depre- 
ciation 
allowable 
this year _ 


$ 765.42 


299.62 
487.71 
970.43 
15.16 
188.22 
504.76 
702.77 
ekery 
345.56 
430.94 


973.73 


166.80 
067.22 
ORLA 
58.82 
1,163.85 
2000.00 
p25 | 
619.96 
1,877.07 
526.30 
123.02 
1,954.80 
1,032.97) 
144.49 
144.49 
568.93 
448.86 
309.15 
104.00 
482.73 
Nimo2 
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Page 2— 

7. Life 8. Est. 

used in remain- 

accuni- ing life 

>. Deprecia- 6. Remaining lating from be- 9. Depre- 
lion allowed Cost Depre- sinning ciation 
2. Date (or allowable) to be ciation of year allowable 

Kind of Property Acquired 3. Cost In prior years Recovered (Years) (Years) _ this year _ 
42. Westmorland—Concrete 4-98-24 $ 18,000.00 $ 5,625.42 $ 12,374.58 122/38 3841/5 $ 360.42 
43. Avalon & Vernon—Briek... > OG 52,000.00 8,576.40 23,423.60 12 Bo 3 608.40 
44. Santa Paula—Conerete & Brick 6-24-25 60,000.00 17,470.03 42,529.97 111/2 ae lly, 1,198.03 
415), 1OUm Key eieCah ce 83 oC oe errno EG es25 69,077.60 21,886.65 47,190.95 Whiy2 28 1/2 1,655.82 
45. Fnillerton—Conerete & Hollow Tile.....0...ccccc es 9-15-30 9,611.66 1,568.14 8,043.52 Gn Be) 17 240.11 
47, Jefferson & University—Brick...... 1925 54.750.00 15,815.83 38,934.17 12 38 1,024.58 
48. Desmond’s—Brick & Concrete 1925 430,014.18 122,785.80 307,228.38 We 38 8,084.96 
49. Porterville—Brick 9-28-27 45,408.85 2 2o09 34,183.26 9 1/4 30 3/4 1,111.65 
A. Seventh & Witmer—Brick 6-24-25 25,000.00 9,986.78 15,013.22 2 28 536.19 
B. Pasadena—Concrete o Wee 1,303,830.00 312,000.00 991,830.00 12 38 26,051.06 
Dohrmann—Concrete.... 7- 1-27 70,652.75 17,475.84 53,176.91 9) ye 30 1/2 1,743.50 
C, Pasadena—Conerete...... i- 1-28 270,488.56 48,616.15 221,872.41 9 41 5,411.52 
D. Highland & Hollywood—Steel & Come coco we T+ 1-28 514,024.31 87 377.78 426,646.53 Sale 41 1/2 10,280.64 
Meso Concrete 65 BIC Kiss cecccsiccnennniemeneninmne = 1-35 1.112.858 .50 267,085.99 845,772.51 12 38 oe Eli 
Fresno—Air Conditioning System. cee Oe 1-86 70,835.02 1,558.61 69,276.41 1/3 14.2/5 4,723.39 
t. Sixth & Alvarado—Briek.............. .... fo Beets 33,458.32 8,014.66 25,443.66 Saye eile 807.73 
H. Carthay Center—Bricek.............. . To Bees 26,081.45 +,769.99 21,311.46 Bie 411/2 piles 
I. Jefferson & Arlington—Concrete... « fe oes) 19,840.42 3,628.61 16,211.81 81/2 411/2 390.64 
J. La Brea—Brick fle SHS 66,355.21 11,926.09 54,429.12 Say, 411/2 1,311.54 
i. Belvedere Gardens—Briek... fis Bet 14,014.55 1,851,738 2G 2tS2 ome 411/2 246.78 
L. Moneta—Brick 3-28 2225135 2,672.54 9,552.81 81/2 311/2 303.26 
M. Culver City—Brick S25 15,576.00 3,761.72 11,814.28 81/2 311/2 375.06 
P. San Fernando—BPrick.. 3-28 86,110.80 18,634.78 67,476.02 S Wz Slee 2,142.10 
Q. Altadena—Briek.......0... 3-28 40,882.45 8,869.40 32,013.05 81/2 Sl 1,016.28 
R. Santa Barbara—Brick fie 3-20 94,133.76 20,578.23 io oDooS omly2 Sill We LE MY) 
S. Dinnuba—Brick fio SS 18,542.60 4,053.55 14,489.05 81/2 al Wye 459,97 
Highth & Olive—Brick 35 39,957.51 $48.70 39,108.81 1 3+ 925.79 
Santa Monica Bldg.—Brick & Concrete 1-37 30,453.64 0.00 30,453.64 0 50 609.07 
Santa Monica—Fixtures 1-37 24,575.78 0.00 24,575.78 0 15 1,638.88 
46,169.657.53 $1,590,670.71 $4,578,986.82 $137,382.57 
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SCHEDULE NO. 4 
Pacific Southwest Realty Company, Los Angeles 
’ Year—1937 
SCHEDULE OF 50% OR MORE OWNED CORPORATION 


Percentage 
of Stock Return 
Owned Acquired Filed 
Pacific Southwest Realty 
Company (of California), California 
Los Angeles, California 100. eyes: Sixth 


SCHEDULE OF 50% OR MORE VOTING STOCK 
OWNED BY ANOTHER 


Percentage 
of Stock Return 
Owned Acquired Filed 
Security-First National 
Bank of Los Angeles, California 
ios Angeles, California 100. 1933 Sixth 
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SCHEDULE NO. 5 
Pacific Southwest Realty Company, Los Angeles 
Year—1937 


DIVIDEND CARRY-OVER FROM PRECEDING 
TAXABLE YEAR 


Sehedule M—Tine 12 
Cash Distributions During the Calendar Year 1936..$702,325.63 


Adjusted Net Income as Shown by Form 1120 for 
the Calendar Years. ccc 479,489.44 


Wiridemd Carry-Over fOv VOGT. nsec ccceeccccconsaet $222,836.19 
[139] 
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DIVIDEND ON COMMON STOCK 


Resolved, that a cash dividend of $7.00 a share 
on the 50,000 shares of common stock of this Com- 
pany, amounting to $350,000.00, be and the same is 
hereby declared out of the earned surplus of this 
Company payable December 30, 1937, to stockhold- 
ers of record December 29, 1937. 

I, G. C. Cook, “Secretary of the Paci 
fic Southwest Realty Company, hereby certify 
that the above and foregoing is a full, true and cor- 
rect copy of a Resolution unanimously adopted by 
the Board of Directors of said Company at a 
meeting duly and regularly called and_ held 
December 22, 1937, at which meeting a quorum was 
present and voted; and that said Resolution has not 
been repealed or amended and that the same is still 
in full force and effect. 

(Seal) G. C. COOK, 


Secretary. 
Dated: Feb. 15, 1988. [140] 


ee 


POWER OF ATTORNEY 
Know All Men by These Presents: 


That we, the undersigned, on behalf of the Pa- 
cific Southwest Realty Co. a corporation, having its 
principal place of business in the city of Los An- 
geles, State of California, have made, constituted 
and appointed, and do hereby make, constitute and 
appoint, Claude I. Parker and/or Thos. R. Benner, 
of Los Angeles, the true and lawful attorney or 
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agent for the corporation and in its name and on its 
behalf to act in all matters pertaining to any Fed- 
eral Taxes now assessed, proposed to be assessed, 01° 
which may hereafter be assessed against said cor- 
poration, or the consideration and determination of 
which may be pending or may hereafter be pending 
in the Treasury Department at Washington, D. C., 
or in any Division, Bureau or Section thereof, 
whether in or out of the said City of Washington; 
giving and granting unto said attorney or agent full 
power and authority to do and perform all and 
every act or thing whatsoever requisite and neces- 
sary to be done in and about the premises as fully, 
to all intents and purposes, as any of the officers of 
the corporation might do if personally present, with 
full power of substitution or revocation, hereby 
ratifying and confirming all that said attorney or 
agent, or his substitute or substitutes shall lawfully 
do or cause to be done by virtue of these presents, 
hereby specifically revoking all prior powers of at- 
torney. 

In Witness Whereof, we have hereunto set our 

hand and seal this 28th day of January, 1931. 

PACIFIC SOUTHWEST 

REALTY CoO., 
By (Signed) W. B. STRINGFELLOW, 
Vice-President. 
(Corporate Seal) 
(Seal) 


Attest: (Signed) WM. DOWNEY, 
Secretary of the Pacific South- 
west Realty Co. 


: 1937 RETURN GG 


‘orm TOT 

ype RESENS CAPITAL-STOCK TAX r owe 

« & Oy 4 6% * y ae 
 ateurtgt of Cablorna | Fer Year aaa Jane 30, 1937 Ali 
wer DOMESTIC CORPORATIONS 
' = ee re 4 
Bee suet. ee er = : ; 
2 This retera must be Sled, in tripgileate, and received by 7 
— Bee tele ine Gn eaan be vulpes betes 
Co te mary coeNor Spring hg bg y 


—————— a 


3. Name of parent company, if °  eeerit Tires “Melis wttane . 


1. Name of subsidiary. i any Paaifie. Santhaest. Pealta_& 


me, atlach list aod state sumber of shares 


tit) 
. Nature of businces in detail OWR@ gag Operates impeeved | Jey 


5. 

6. Incurporated or organised in State of... Daamem@. 2 

.7. Was a capital-stock tax return filed for the preceding taxable year ended June 98, 1988? 
0 UMC Oo roe ers 

8. Bille Gf ietsebct lait tcemne-tax taxalie year enidtl on or pride tb Jone 90) 1008, Oil y 
___taralle year ended on or prior to June ine 30, 1937, ¢ date o of organization _.... SUGE id 


Corporations making an original :Icclaretion of value upon this return must entcr the amount of sadh 
“hot to be used by a corporation wh:ch cstabli ita origina! dcclared value by the first retern for 


ORIGINAL DECLARED VALUE OF ENTIRE CAPITAL STOCK ....._........ 
(The value declared must be definite and woquslified, A value mugt be doctored in werp case regardinss of whether 


Corporativns which have eetablishud their original declared value by (he retum for the year a3 
clans] value as provided for in Schedule Lon page 2 of this retum then enter the amount E 


WW, ] ADJUSTED DECLARED VALUE OF ENTIRE CAPITAL STOCK (Last hem of Schodate I, pagel 


I1- EXEMPTIONS. — The Act provides (or an exemption from the tax only ov the grounds in .. 
Vivi muat (1) report a value for the capital stock under item 9 ur 10, (2) cheek the app 
claim, and (3) aubmit with the return a full statement of the evidence epecified under the 
oO Corporation exempt from income tax under section 101, Revenue Act of 1936. (1) State 
coomos capeSocc ace EEesenceesS (2) Furnish information required by instruction 14. 
{) + company euliject to tax undee ssction 301, 304, or 2U7, Revenue Act of 1988, 


LJ Corporation not doing business, (1) Furnish information requind hy instruction 16 @® 
item 9 or 10 above, 


Comeutation ov Tax 


12, Amount reported im Wem 9 OF 10... seeeccnnmpeeeenseecoo ss s 6 : ’ : 
13. Tax at rate of $1 for each ful $1,000 in item 12 Git ents 
It 4 Penalty of ...... percent for delinquency in Gling retutn.... “| cegtiaper: | ed Beerce: 
15. Luterest at 65. per annum beginning August 1, 1957 


1% Total tax, penalty, and Intervet | 


“ ny). ’ .. ©. Be Stringfollex, (0000 uu eee = Hise kroz} ¢s — 
e, Che undersigned “\Nolhe of pees that Wan pte tog a@obler garth geal ottawa i 


_ —— J. Be. Ruth ar, Treasurer ............, of the corporation for which this 
(Name of treasures, anststan! Urvasuret, of chiet serwating ofPeee: 1 Tithe 

nturn is made, being severally duly aworn, rach for hinmwelf deposes aud wove Che (his eum, including an 

tatanenta, has been examined by him and is, te phe best of lis hiowhelge nd Gebef, 6 true and compete reuun rere, me 

t' tazable year atated, pursuant to the Revenue Act of 1855, as amended, and ghe Higa lations jasued thereunder. 


7 4 - 


5 : 5 - Pacs ¢ 
£ 


1c schedules on this page mast be Milled tn by every corporation making adjustments to an original declared value fer the capital stech 
established by the return fer the year ended June 30, 1936. See instructions & (o 9, inclusive. 


‘HEDULE I. ADJUSTMENT OF ORIGINAL DECLARED VALUE OF ENTIRE CAPITAL STOCK FOR ALL 
TRANSACTIONS DURING THE INCOME-TAX TAXABLE YEAR ENDED December 52 _ 1se® 
yeinal declared value as established by the fret return for the taxable year ended June 30, 1936... «50 ,000.60 


Ntiwne: 
11) (a) Total cash paid in for stock or shares (ace instruction 7, item 1)__......-.--...... $.. -...--- 
(b) Fair market value of all property received for stock or shares (sce instruction 7, 
i ) 


i eee enn nee faves ove soc vacate redsnne wee etredar asec hetwe acres scccasacsecsecosceesesasccces eee enee— 


(2) Paid-in surplus and cuntributions to eapital (see instructivo 7, item 2) “525,000.00 | 


ie Weiveereike (me ieverestion 7 ime) 
(4) Excess of income Mt Olea pt from tax over amount disallowed as deductions by 


acction 24 (a) (5) of Revenue Act of 1934 or 1936 (sce instruction 7, item 4)... .......2..... ae 
+ Dividend deduction allowable for income-tax purposes (see instruction 7, Item 5)...... bs 1 i aameaelaOr ae : 


FIV RLU MMUPOME "ORD CT] ONG irc ae toot cients sns coceceasoesdedooeweee veces viscebeandeevsecseeeeee 10, LJ 780.53 


luclions: fee] 
vA) a Total cash distributed in liquidation to shareholders (are instruction 7, item A)... Ss Os, e7* 
2) Fair market value of all property distnbuted in liquidation to shareboldere (ecc 


RrrRUe CULT tee A) .. 222,208 e ecco msc cot en a eee cw onan an. een BE Sonn San eT, accnccncanncencnawece. ae 

(B) Mretributions of earnings or profits (ace instruction 7, item B)._...........0000000c 59 095.00 __ 
(C) Execes of deductions aliowable over gross income and claimed vn income-tax retuni 
(sev instruction 7, item C)...........------.- PE ice ie cao tera e «0s one Tian Bone ete ee, . ‘ 


SI eran MNOS WCET oo oo coc ES octane tt ee A MO). ee A 2407 620.00 


oe DECLARED VaLce (enter in item 10, page 1) : 6. ,180,120,52 


SCHEDULE Il, ANALYSIS OF CHANGES IN CAPITAL STOCK AND SURPLUS 
pital Stock and Sarplas at beginalag ef year 


Dedactione—Capital transacticas 


1. Capital atock: Preferred...........--..-.--..-. = 166,900.00 12. Liquidating distributions (total of items 
Common.............-.- _. Me. Par Valeo A(1) and A(2), Schedule D® 1 Bebb 
2. Capital or paid-in surplus..............0. 22 -cseeeeseeeececmnsene ee 13. Other distributions (item B, Schedule De. caren 38.300 
Sete WsIC@ROT VES. a. cecc aca ceanennnnn ees onc cemeeer sec ee ne 2 14. Enter clase and amount of distributions in 
4 Surplus and undivided profits................ 0 ----- T33.191.67 corporation's own stock: 
idjiUens—Caepim wensections si $e... Soe REE azESE a 
5: jis cash and fair market value of prop- 15. Other a (to be detailed) ........... Sceccscessanaais, ' 
paid in for stock or shares (total of ees : sees 
sh Pte) and 1(b), Behedule 1)*......  ..-22....eeeeeee eee eee Pr ae 
6. Paid-in surplus and contributions to gare av~wpe i Te” a 
capital (item 2, Schedule 1)*.............. 492900900 Dedactione—Revenne transactions 
7. Other additions (to be detalled)_........000.0 --..ccse-eeeesceeereeeee 16. Exceas of deductions allowable over grom 
income and claimed on income-tax re- 
"SSS SSSR ai aaa aaa turnn(item GC, SchedWetljme... 2. nee 
t= —< ccuaiimaaaameasnc "> = 17. Deductions disallowed by are. 24 (a) (8), 
eee ss SE 2 a a Lae oteeteemseeretcs crces. 5 1934 or 1936 Act. i itera 9 of this 
ididone—Reveane transactions schedule)... cance” > ESSIEEAROSSCEROS) Coe cCascomaleetaacacG 
B. Net income (item 3, Bchedule 1)... .... 962, 740.5: 18. Other ae (to he detailed) 
9 Tocome wholly exempt from income tac uve. ka oe 
(This total less the amount entered a» Dieallewed capital “lees 
adh el sa oe a a Ca Dfferense between dividends 
Pestvadicwreban ites 4, Seliedlsale Ph Cer i TG cttw rnisicn 
ieacuatiaen 7, ite A I MI ree os occ oc nos ccass cs reysble at deg inning and end acer 
10 The amount of the divider destuction al- - war included as Reserves “él, 25. 63 
lowable for income-tat purpesce (item $, alanse Sheet Er 


ia 
Schedule 1) (sev instruction 7, item 8). 2... Capital Stock and Sarpluoe at end of year 


11. Other additions (to be detailed)......... 2020 22. 2 19. Capital stock. Preferred......... 2.00... -00.-25 
Sohadale Atteebed. 000 157,952.16, or 

[cos se oGagenodecoonce CCOSEEERER RESO SEEECEEEEESO — SocrSeseenuccaacceeseees 20. Capital or paid-in surplus.__.._. 
Pane NOU a eee a coatnenccomcnmennts ‘socusherenscunseoec aceon 21. Surplus reserves. .........--------cee-eeee-eene 
eee eee ee ane can eneneccensaeecc- << e-con-se ce 22. Surplus aud undivided profits —......_. 
STE ee. iswcsccecteccceneccunes, tr Le 35 Tora... x 


“Eater velues showe by the bests if different from valuss entered in Schedule { and explain difference. 
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MR. JOHN EARL JARDINE 


was called as a witness by petitioner and being first 
duly sworn testified on direct examination as fol- 
lows: 
Direct Examination 

My name is John Earl Jardine. I am president 
of William R. Staats Co., investment bankers and 
brokers. I have been connected with the firm for 37 
years and have been president since 1920. Since 
1905 my services with the company have been ren- 
dered in the City of Los Angeles. In the course of 
my employment my firm has been required to buy 
and sell stocks and bonds over the counter and on 
the exchange and I am personally familiar with the 
manner in which stocks and bonds are traded. My 
company handled transactions in the 644% Cumn- 
lative Preferred Serial Stock and 544% Cumulative 
Preferred Serial Stock of the Pacific Southwest 
Realty Company and I am personally familiar with 
the manner in which those transactions were han- 
dled. The securities mentioned were not listed on an 
exchange but were traded in what is commonly 
known as over-the-counter; that is, by personal so- 
licitation with the holders of the securities or those 
that contemplate buying them. In these transactions 
accrued but unpaid dividends were customarily 
added to the price of the stock. They were added 
before the dividend declaration, if any, was made, 
similar to the interest on bonds. It is not the cus- 
tom in trading in preferred stocks to take into con- 
sideration accrued dividends of this tvpe. It is the 
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(Testimony of John Earl Jardine.) 

custom in buying and selling bonds to take into 
consideration accrued interest. Generally speaking, 
I would say that so far as our firm is concerned, 
the general practice in deahng with these securities 
of the Pacific Southwest Realty Company [57] was 
to trade in them with accrued dividends. There were 
occasions when they were handled flat but custom- 
arily they were traded in with acerued dividends. 
The occasions in which our firm traded in said se- 
curities flat were almost entirely on the buy side. 
There were occasions when the stock was purchased 
flat but as far as I was able to have our records 
checked, when the securities were sold they were 
sold plus accrued dividends. I would say that if they 
were purchased flat on any occasion, the price paid 
for the security took into consideration the amount 
of the accrued dividend at that time accrued. 


Cross Examination 

On cross examination Mr. Jardine testified as 
follows: 

Q. (By Mr. Tonjes): Is it true that when buy- 
ing a stock which has an excellent record for the 
payment of dividends over a long period of time 
that the fact that there 1s a dividend about due to 
be declared, based on its previous record of deela- 
rations, that that stock is somewhat advanced in 
price on account of that expected dividend ? 

A. That would be true in a very orderly mar- 
ket. Of course, if vou were getting a breaking mar- 
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(Testimony of John Earl Jardine.) 
ket, why, that would not necessarily be taken into 
consideration; but in an orderly market, yes, that 
would be correct. 

Q. Well, in a breaking market, most of the rules 
are discarded in any event, are they? 

A. That is true. 


Thereupon, 
MR. VERNE B. WOOD 


was called as a witness by petitioner and having 
been duly sworn testified as follows: 


Direct Examination 

My name is Verne B. Wood. I am employed by 
the Security-First [58] National Bank of Los An- 
geles as Auditor. That Audit Department of the 
bank audits the books and records of the Pacific 
Southwest Realty Company and I render services 
in connection with the income tax returns of the 
Pacific Southwest Realty Company. I prepared or 
supervised the preparation of the income tax re- 
turns of the Pacific Southwest Realty Company for 
the years 1936 and 1937. I am familar with the 
securities of the Pacific Southwest Realty Company 
designated 614% Cumulative Preferred Serial Stock 
and 514% Cumulative Preferred Serial Stock. In 
1936 and 1937 I knew these securities by name but 
I wasn’t familiar with the terms. 
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(‘Testimony of Verne B. Wood.) 

Q. (By Mr. Kohlmeier) It is stipulated, and 
the income tax returns introduced as exhibits show, 
that no deductions were taken in the income tax 
return filed for the company for 1936 for the pay- 
ments made on these particular securities or for 
any portion of the discount at which they were issued: 
or for the premium at whtch they were retired. 
Will you explain why these deductions were not 
taken in that return ? 

A. The securities are called stocks. The pay- 
ments that were made to the holders were called 
dividends, and they were so treated in the return 
without having given any thought as to whether 
they might be something else. 

Q. Did you ever receive any advice or instrue- 
tions from the officers of the corporation as to the 
manner in which these payments should be treated 
for income tax purposes ? 

A. I don’t recall of ever having discussed the 


subject. 
Q. Did you ever confer with tax counsel in that 
regard? A. Later, yes. 


Q. It is stipulated, and the return for the vear 
1937 which [59] has been introduced as an exhibit 
cliscloses, that the payments and the other expenses 
connected with these securities were deducted in 
the 1937 return. Will you explain why your practice 
in regard to these payments was changed in the 
vear 19377? 
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(Testimony of Verne B. Wood.) 

A. I think it was shortly after the 1937 returns 
were filed that I read an opinion of the Circuit 
Court of Appeals in connection with the Jewel Tea 
Company, and in that case the question to be de- 
cided was whether dividends, or a premium, rather, 
on a security that was called stock, at least, was 
deductible in the preparation of income tax returns. 
And the remarks of the Court were to the effect 
that the name of a security was not determinative of 
its character, and a security called a stock might be 
a bond or a bond might be a stock in reality, and 
I looked up other court cases. I knew that the cer- 
tificates of the Pacific Southwest Realty Company 
provided for retirement serially, so I made it a 
point to study the certificates and find out their 
terms, and I found out that there was a provision 
for retirement at specified dates, and there was also 
provision in there for the holders of the security to 
enforce payment; and it was after that that I con- 
sulted counsel when it was determined that the secur- 
ities represented an obligation of the company, and 
in 1937 all of the outstanding securities were retired 
and I believe there is a premium, and we decided 
that in the ’87 return that the payments should be 
treated as interest and should be deducted. And that 
was likewise true of the discount and expense that 
we had failed to amortize over the hfe of the 
security. 
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MR. ROBERT H. PARSONS 


was called as a witness by petitioner and having 
been duly sworn testified on direct examination as 
follows: 
Direct Examination 

My name is Robert H. Parsons. I am president of 
the Pacific [60] Company of California, which com- 
pany is engaged in the business of investment deal- 
ers—dealers and brokers. [ have been employed with 
that company since 1934 and prior to that time [{ 
was employed by the Security First Company, which 
company was also a dealer and broker in securities. 
The First Securities Company was the predecessor 
of Security First Company and I was vice-president 
of that company. In connection with my emplov- 
ment I have become personally familiar with the 
manner in which stocks and bonds are traded on 
the stock exchange or over the counter. Our com- 
pany handled transactions in the 644% Cumulative 
Preferred Serial Stock and 514% Cumulative Pre- 
ferred Serial Stock of the Pacific Southwest Realty 
Company. The First Securities Company was the 
prmeipal underwriter of said securities. | am per- 
sonally familiar with the manner in which the trans- 
actions in those securities were handled by my com- 
pany. With respect to accrued but undeclared divi- 
dends, we almost entirely bought and sold them 
with accrued dividends added. It was not the cus- 
tom in trading in preferred stocks to trade them 
with accrued dividends added. It was the custom in 
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(Testimony of Robert H. Parsons.) 

dealing in bonds to trade in them with the accrued 
interest, if the bonds were not in default. That 
practice was not followed to my knowledge in trad- 
ing in any other preferred stock. 


Cross Examination. 

On cross examination Mr. Parsons testified as fol- 
lows: 

IT was vice-president of the First Securities Com- 
pany until the merger of the First National Bank 
of Los Angeles with the Security Trust and Say- 
ings Bank. I believe it was from about 1923 or 
1924 but I haven’t the exact date. I think I was 
vice-president of the company at the time the Pa- 
cific Southwest Realty Company first issued its 
preferred [61] stock. I do not recall my election to 
the vice-presidency but I was in a similar capacity 
as manager of the sales organization at the time the 
Pacific Southwest Realty Company issued its pre- 
ferred stock, but I am not quite sure whether I 
was vice-president or an officer. At the time the 
securities in question were issued the First Se- 
curities Company owned all of the stock of the 
Pacific Southwest Realty Company, petitioner 
herein. 


There being no further evidence the matter was 
submitted to the Board. 
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The foregoing evidence including the Stipulation 
of Facts and exhibits attached thereto is all the 
evidence adduced at the hearing before the Board 
of Tax Appeals material to the issues presented on 
appeal, and the same is approved by the under- 
signed as attorneys for the petitioner on review. 

CLAUDE I. PARKER 

JOHN B. MILLIKEN 

BAYLEY KOHLMEIER 
Attorneys for Petitioner. 


Of Counsel: 
L, A. LUCE 
937 Munsey Building, 
Washington, D. C. 


The foregoing evidence including the Stipulation 
of Facts and exhibits attached thereto is all the 
evidence adduced at the hearmg before the Board 
of Tax Appeals material to the issues presented on 
appeal, and the same is approved by the under- 
signed as attorneys for the respondent. 

J.P. WENCHEL 
Ww 
Attorneys for Respondent. 
[Endorsed]: U. S. B. T. A. Filed Jan. 21, 1942. 
[62] 
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STIPULATION OF FACTS 


It is hereby stipulated and agreed by and between 
the parties hereto, through their respective counsel 
of record, that the following facts are true and may 
be found as facts by the United States Board of 
Tax Appeals. 

1. Petitioner corporation was duly organized un- 
der the laws of the State of Delaware on May 31, 
1923 and thereafter, in June 1923, qualified to do 
business in the State of California and established 
its principal place of business in Los Angeles, Cali- 
fornia. Petitioner filed its income tax returns for 
the vears 1936 and 1937 with the Collector of In- 
ternal Revenue for the Sixth District of Cahfornia 
at Los Angeles, California. 

2. Petitioner was incorporated by persons affili- 
ated with the Pacific Southwest Trust and Savings 
Bank and the First National Bank of Los Angeles 
for the purpose of acquiring and thereafter owning 
and operating all the real estate properties owned 
by the Pacific Southwest Trust and Savings Bank 
and one parcel of real estate owned by the First 
National Bank of Los Angeles, and for the further 
purpose [63] of providing additional bank prem- 
ises as the growth of the banks required. The 
reasons for the organization of petitioner were those 
stated in the letter attached hereto as Exhibit ‘‘D’’. 

3. <A true and correct copy of Article Fourth of 
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the Certificate of Incorporation of petitioner is 
attached hereto, marked Exhibit ‘‘A’’, and by this 
reference made a part hereof. 

+. All of the common stock of petitioner, except 
directors’ qualifying shares, was issued during the 
year 1923 to the First Securities Company, a cor- 
poration. A true copy of the certificates issued to 
evidence said common stock of petitioner is attached 
hereto, marked Exhibit ‘‘B’’, and by this reference 
made a part hereof. All of the stock of said First 
Securities Company and all of the stock of the Pa- 
cific Southwest Trust and Savings Bank and the 
First National Bank of Los Angeles was owned by 
the Los Angeles Trust & Safe Deposit Company, a 
corporation, as trustee, in trust for the benefit of 
the owners of beneficial certificates which were 
issned by said Los Angeles Trust & Safe Deposit 
Company. All of the stock of the Los Angeles Trust 
& Safe Deposit Company was owned bv First Se- 
eurities Company. 

) During the vears 1923, 1924 and 1925 peti- 
tioner issued and sold its securities designated 614% 
Cumulative Preferred Serial Stock of the total 
par value of $4,500,000 in accordance with and 
pursuant to the authority granted it by Article 
Fourth of its Certificate of Incorporation. A tre 
copy of the certificates issued to evidence said 
614% Cumulative Preferred Serial Stock is attached 
hereto, marked Exlibit ‘‘C’’, and by this reference 
made a part hereof. Said securities were issued in 
twenty-three series designated A to W = inelusive, 
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Series A of said securities was to mature and be- 
come payable on July 1, 1929 and the remaining 
series [64] were to mature and become payable suc- 
cessively on July first of each year thereafter to and 
including the year 1951. At all times herein men- 
tioned after the issuance of said 646% Cumulative 
Preferred Serial Stock petitioner regularly mace 
payments to the holders thereof at the rate of 
614% of the par value per annum at the times and 
in the manner provided in said certificates. 

6. A true and correct copy of the letter which 
was sent on or about June 8, 1923 by Pacific South- 
west Trust and Savings Bank to the owners of the 
beneficial interest in the stock of Pacific Southwest 
Trust and Savings Bank, First National Bank of 
Los Angeles and First Securities Company, in which 
the said beneficial owners were offered the right to 
subscribe to the 644% Cumulative Preferred Serial 
Stock to be issued by petitioner, is attached hereto, 
marked Exhibit ‘‘D’’, and by this reference made a 
part hereof. A true and correct copy of the pros- 
pectus which was published in connection with the 
issuance and sale of petitioner’s 614% Cumulative 
Preferred Serial Stock in 1923 is attached hereto, 
marked Exhibit ‘‘E’’, and by this reference made a 
part hereof. 

7. Series A of said 646% Cumulative Preferred 
Serial Stock matured and was redeemed on July 1, 
1929 and Series B, C, D, E, F and G of said seeuri- 
ties matured and were redeemed respectively on July 
first of each year thereafter to and including 1935. 
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At the beginning of the year 1986 securities of 
petitioner designated 614% Cumulative Preferred 
Serial Stock were issued, outstanding and unma- 
tured of a total par value of $3,766,500.00. During 
the year 1936 all of said securities were redeemed 
and retired. During the year 1936 petitioner made 
payments to the holders of said 644% Cumulative 
[65] Preferred Serial Stock at the rate of 614% 
per annum of the par value thereof, or, to wit, $65,- 
300.63, as provided in the certificates. 

8. Under date of July 1, 1923 petitioner leased 
certain of its properties to Pacific Southwest Trust 
and Savings Bank for a term of thirty years 
commencing on July 1, 1923 and ending on June 
30, 1953. A true and correct copy of portions of 
said lease is attached hereto, marked Exhibit ‘‘F’’, 
and by this reference made a part hereof. 

9. On December 16, 1927 Article Fourth of the 
Certificate of Incorporation of petitioner was 
amended. A true and correct copy of Article Fourth 
of the Certificate of Incorporation of petitioner as 
amended on December 16, 1927 is attached hereto, 
marked Exhibit ‘‘G’’, and by this reference made 
a part hereof. 

10. During the vear 1928 pursuant to the authoi- 
ity granted it by Article Fourth of its Certificate 
of Incorporation, as amended on December 16, 1927, 
petitioner issued and sold its securities designated 
o14% Cumulative Preferred Serial Stock of the 
total par value of $1,000,000. A true copy of the 
certificates issned to evidence said 544% Cumula- 
tive Preferred Serial Stock is attached hereto, 
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marked Exhibit ‘‘H’’, and by this reference made a 
part hereof. A true and correct copy of the pros- 
pectus which was published in connection with the 
issuance and sale of petitioner’s 544% Cumulative 
Preferred Serial Stock in 1928 is attached hereto, 
marked Exhibit ‘“‘I’’, and by this reference made 
a part hereof. Said securities designated 514% 
Cumulative Preferred Serial Stock were issued in 
twenty-two series designated AA to VY inclusive. 
series AA was to mature and become payable on 
July 1, 1939 and the remaining series [66] were 
to mature and become payable successively on July 
first of each year thereafter to and ineluding the 
vear 1960. 

11. During the year 1986 there were issued and 
outstanding securities of petitioner designated 
ot4% Cumulative Preferred Serial Stock of the 
par value of $1,000,000. All of said securities were 
redeemed and retired during the year 1937. Dur- 
ing the vears 19386 and 1937 petitioner made pay- 
ments to the holders of said securities, as provided 
in the certificates, at the rate of 516% of the par 
value thereof, or, to wit, $55,000.00 during the year 
1936 and $41,250.00 during the year 1937. 

12. Petitioner’s securities designated 544% Cu- 
mulative Preferred Serial Stock issued and sold as 
aforesaid were sold at discounts of $3.00 and $5.00 
per $100 par value. The total discount at which said 
securities were sold was $46,858.00. If the discount 
at which said securities were sold was a deductible 
expense it was an expense which it was proper to 
amortize and deduct over the life of said securities 
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and $1,833.26 of said discount expense was properly 
allocable to the year 1936 and $31,275.39 of said 
discount expense was properly allocable to the year 
Ue 87 

13. During the year 1936 petitioner redeemed 
and retired all of its then outstanding securities 
designated 614% Cumulative Preferred Serial 
Stock for the face value thereof plus a total pre- 
mium of $182,025.00. 

14. During the year 1937 petitioner redeemed 
and retired all of its then outstanding securities 
designated 514% Cumulative Preferred Serial Stock 
for the face value thereof plus a total premium of 
$20,000.00. [67] 

15. During the vear 1929 petitioner sold certain 
real property located in the City of Los Angeles, 
State of California, under a conditional sales con- 
tract. Under the provisions of said contract peti- 
tioner retained title to said property until the pur- 
chase price was paid. On November 15, 1935, by 
reason of the default of the purchaser of said prop- 
erty, petitioner cancelled the sales contract and re- 
possessed said property. At the time said property 
was repossessed by petitioner there were assessed 
but unpaid property taxes against said property in 
the amount of $5,618.35. Said taxes were payable 
one-half on or before December 5, 1935 and one-half 
on or before April 20, 1936. During the year 1936 
petitioner paid said property taxes in full. Peti- 
tioner deducted said sum of $5,618.35, under the 
provisions of Section 23(¢) of the Revenue Act of 
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1936, in computing its net taxable income for the 
year 1936. 

16. In its income tax return for the year 1936 
petitioner failed to take deductions for the pay- 
ments made on its securities designated 644% Cu- 
mulative Preferred Serial Stock and 544% Cumula- 
tive Preferred Serial Stock, failed to take deduc- 
tion for the portion of the discounts at which its 
securities designated 514% Cumulative Preferred 
Serial Stock were issued and sold which was allo- 
eable to the year 1936, and failed to take a deduc- 
tion for the premium paid upon the redemption of 
its securities designated 614% Cumulative Preferred 
Serial Stock. In its income tax return for the year 
1936 petitioner reported net taxable income in the 
amount of $562,740.52 and a tax lability in the 
amount of $83,251.08. Petitioner paid said tax m 
installments as follows: $20,812.77 on [68] March 
15, 1937 and hke amounts on June 12th, September 
13th, and December 138, 1937. Petitioner’s return 
for the year 1936 was filed on March 15, 1937. 

17. Upon examination of petitioner’s income tax 
return for the year 1936 the Commissioner dis- 
allowed the deduction taken by petitioner for real 
estate taxes in the amount of $5,618.35 and deter- 
mined the net income of petitioner for the year 
1936 to be $568,358.87. The deficiency proposed to 
be assessed for the vear 1936 in the amount of 
$842.75 resulted from the disallowance of said de- 
duction and the consequent increase in petitioner’s 
net income. In redetermining petitioner's net in- 
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come for the year 1936 the Commissioner did not 
allow any deductions for the payments made by 
petitioner during said year on its securities desig- 
nated 614% Cumulative Preferred Serial Stock and 
14% Cumulative Preferred Serial Stock, did not 
allow a deduction for any portion of the discount at 
which petitioner’s securities designated 546% Cu- 
mulative Preferred Serial Stock were issued and 
did not allow a deduction for the premiums paid by 
petitioner upon the redemption of its securities des- 
ignated 616% Cumulative Preferred Serial Stock. 

18. On March 6, 1940 petitioner filed with the 
Collector of Internal Revenue for the Sixth Dis- 
trict of California, at Los Angeles, California, its 
written claim for refund of income taxes overpaid 
by it for the year 1936 in the amount of $53,900.53, 
setting forth therein the same facts and grounds 
herein alleged and relied upon. A true copy of said 
claim for refund is attached to the Petition herein, 
marked Exhibit ‘‘B’’, and is by this reference made 
a part hereof. 

19. In its income tax return for the year 1937 
petitioner [69] deducted as interest paid the pay- 
ments made on its securities designated 546% Cumu- 
lative Preferred Serial Stock in the amount of $41,- 
250.00, deducted the sum of $31,275.39 as the portion 
of the discount at which said securities designated 
514% Cumulative Preferred Serial Stock were 
issued and sold which was properly allocable to 
the year 1937 and deducted the premium paid in 
the amount of $20,000.00 upon the redemption of 
said securities designated 544% Cumulative Pre- 
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ferred Serial Stock. The Commissioner refused to 
allow said deductions and as a result thereof has 
proposed the deficiency for the year 1937 herein 
contested. 

20. On May 22, 1940 petitioner paid to the Col- 
lector of Internal Revenue for the Sixth District 
of California the deficiencies in income taxes pro- 
posed to be assessed against petitioner for the years 
1936 and 1937 herein contested. Said payments 
were as follows: $842.75 tax and $161.09 interest, 
or a total payment of $1,003.84 for the year 1936 
and $13,878.81 tax and $1,820.21 interest, or a total 
payment of $15,699.02 for the year 1937. 

21. During the years 1923 and 1924 petitioner 
issued and sold its bonds of a total face value of 
$3,000,000.00. A true and correct copy of the form 
of said bond certificates [70] is attached hereto, 
marked Exhibit ‘‘J’’, and by this reference made 
a part hereof. 

22. Petitioner kept its books of account and 
made its income tax returns on the cash receipts 
and disbursements basis. 

23. Petitioner used the proceeds received by it 
from the sale of its securities designated Cumu- 
lative Preferred Serial Stock and the sale of its 
First Mortgage Bonds for the purchase of real 
estate from the Pacific Southwest Trust and Sav- 
ings Bank, the First National Bank of Los Angeles 
and other real estate suitable for the purposes of 
the corporation. 

24. The payments made by petitioner to the 
holders of its securities designated 614% Cumula- 
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tive Preferred Serial Stock and 514% Cumulative 
Preferred Serial Stock were authorized by reso- 
lutions of the Board of Directors of petitioner. A 
true copy of one of the resolutions is attached here- 
to, marked Exhibit ‘‘K’’, and by this reference 
made a part hereof. . 
(s) CLAUDE I. PARKER 
(s) JOHN B. MILLIKEN 
(s) BAYLEY KOHLMEIER 
808 Bank of America Building, 
Los Angeles, California, 
Counsel for Petitioner. 


(s) J. P. WENCHEL 
For the Bureau of Internal Revenue 
Counsel for Respondent 
Of Counsel: 
(s) L. A. LUCE 
937 Munsey Building 
Washington, D. C. 
Dated: [71] 


ATT IWS TE “tye” 


Article Fourth of the Certificate of Incorporation 
of Petitioner Provided as Follows: 

‘‘Fourth: The total authorized capital stock of 
this corporation is One Hundred Thousand (100,000) 
shares, divided into Fifty Thousand (50,000) shares 
of preferred stock of the par value of One Hun- 
dred Dollars ($100.00) each, amounting in the ag- 


iy 
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eregate to Five Million Dollars ($5,000,000.00), and 
Fifty Thousand (50,000) shares of common stock, 
which shares shall have no nomial or par value. 
Said preferred stock shall be designated ‘614% Cu- 
mulative Preferred Serial Stock’. | 

‘Said 614% Cumulative Preferred Serial Stock 
shall be issued by the corporation in twenty-three 
(23) series, to be designated by letters A to W, 
both inclusive, and each geries shall be for the re- 
spective number of shares, and redeemable at their 
par value plus all unpaid, accrued, or accumulated 
dividends thereon, on the respective dates as fol- 


lows: 
Series No. of Shares Redeemable On 
ES hn IR RO EE 1,100 July 1, 1929 
oR ce 1,100 July 1, 1930 
C2 ee 1,100 July 1 bee 
«clase a 1,100 July 1, 1952 
[i ee... cy... 1,250 July 1, 1933 
De. R250 July 1, 1934 
7 acl PRIS ao 1,250 July 1, 1935 
LH el ese 2 1,400 July 1, 1936 
ee ee... oe 1,400 July 1, 1937 
Se, occa 1,700 July 1, 1938 
Co 9 is 1,700 July 1, 1939 
_ Wieteaten rn eet... 7 1,700 July 1, 1940 
1 iy 2 pe 2,000 July 1, 1941 
en... 2,300 July 1, 1942 
CO). eo 2,500 July 1, 1945 
|). ie ia... 2,600 July 1, 1944 
Oi ee 2,900 July 1, 1945 
a 3,050 July 1, 1946 
Se 3,300 July 1, 1947 
10 A Re 3,690 July 1, 1948 
ce 3,990 July 1, 1949 
ee , 4,450 July 1, 1950 
a er 3,400 July 1, 1951 
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‘Said 644% Cumulative Preferred Serial Stock 
may be issued as and when the Board of Directors 
of the corporation shall determine, but no preferred 
stock shall be issued except for the purpose of ac- 
quiring with the proceeds of the sale thereof prop- 
erty suitable for one or more of the purposes of 
the corporation. Said 644% Cumulative Preferred 
Serial Stock shall be issued for cash at not less 
than ninety-six per cent (96% of the par value of 
said stock. The amount of preferred stock to be 
issued for such purpose shall not exceed, however, 
One [72] Hundred per cent (100%) of the ap- 
praised value of the property purchased, or to be 
purehased, with such proceeds. The aggregate in- 
debtedness of the corporation secured by mortgage, 
deed of trust, or otherwise, shall not exceed in 
amount Fifty per cent (50%) of the appraised 
value of the property subject thereto. The total 
amount of preferred stock of the corporation at 
any time outstanding shall not, together with the 
total bonded indebtedness of the corporation, ex- 
ceed One Hundred per cent (100%) of the ap- 
praised value of the property of the corporation. 
Said appraisements shall be made as of the date the 
corporation acquires said property. The appraise- 
ment of such property by an appraiser selected by 
the Superintendent of Banks of California, or by 
the Commissioner of Corporations of California, or 
by any official which shall be the successor of either 
of said officials, or if there is no such official quali- 
fied to make the selection of such appraiser, or if 
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such officials shall fail to select such appraiser, by 
an appraiser selected by the Trustee in any trust 
indenture executed by the corporation to secure any 
of its bonded indebtedness, shall be sufficient to 
establish said appraised values, and a certificate 
made and filed in the office of the corporation by 
such appraiser, that said property was appraised, 
setting forth the appraised value thereof, together 
with a detailed statement of the various items of 
property appraised with their individual values, 
shall be conclusive evidence of the appraised value 
of said property for the purpose of the issuance of 
said stock and for all other purposes. Before the 
issuance of any such stock, the President of the cor- 
poration shall file a certificate in the office of the 
corporation setting forth in detail the property pur- 
chased or to be purchased with the proceeds of the 
sale of such stock. 

“Tf the corporation shall sell or exchange any 
of its property, it will within such reasonable time 
as it may require, do one or more or any combina- 
tion of the following: (a) substitute for such prop- 
erty so sold or exchanged property of substantially 
such sale or exchange value; such sale or exchange 
value to be determined by an appraisement thereof 
made in the manner, with the effect, and by an ap- 
praiser selected as provided elsewhere in this Ar- 
ticle Fourth: (b) purchase with the proceeds of 
such sale preferred stock of the corporation as per- 
mitted by this certificate; (¢) purchase with the 
proceeds of such sale bonds of the corporation as 
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may be permitted by any indenture or mortgage 
securing the same. 

‘Said 644% Cumulative Preferred Serial Stock 
shall be entitled to receive in each year out of the 
surplus or net profits of the business of the cor- 
poration, dividends at the rate of 646% per annum, 
and no more, upon the par value of said stock from 
date of issue, payable quarterly as [73] follows: On 
October Ist, January Ist, April Ist, and July Ist 
of each vear. 

‘The dividends on all of the preferred stock of 
the corporation shall be cumulative, so that if in 
any vear or vears the dividends thereon shall not 
have been paid, such dividends shall be paid in full 
before anv dividemds shall be paid or set apart from 
the common stock. The amount of any serial re- 
demption of said preferred stock, if overdue, shall 
be paid before any dividends shall be paid or set 
apart on the common stock. 

“Whenever the dividends upon all of the then 
issued and outstanding preferred stock for all past 
dividend periods shall have been declared, and the 
same shall have been paid by the corporation or the 
funds therefor set aside, the Board of Directors 
may declare dividends upon the common stock, pay- 
able at such a time as the Board mavy fix, out of 
any remaining surplus or net profits, provided that 
no dividends shall be declared, set apart, or paid 
on the common stock, and the holders thereof shall 
not be entitled to receive dividends thereon, until 
at amount equal to the amount or two full vearly 
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dividends on the then issued and outstanding pre- 
ferred stock of the corporation shall have been set 
aside or deposited and maintained with Pacific 
Southwest Trust & Savings Bank, or such other 
trust company doing business in Los Angeles as the 
Board of Directors of the corporation shall by reso- 
lution designate. . 

‘In the event of any liquidation, dissolution, or 
winding up of the corporation, whether voluntary 
or involuntary, the holders of record of said 644% 
Cumulative Preferred Serial Stock shall be en- 
titled, before any distribution shall be made to the 
holders of the common stock, to be paid out of the 
surplus profits arising from the business of this cor- 
poration and then remaining intact, or in case such 
profits shall be insufficient, then from the general 
assets of this corporation, an amount equal to 105% 
of the par value of said stock. 

“The whole or any part of the 644% Cumula- 
tive Preferred Serial Stock may be redeemed on 
any dividend date upon the payment of 105% per 
share, plus all unpaid, accrued, or accumulated divi- 
dends thereon. At least thirty (30) days notice of 
such redemption shall be given by mail, at their 
respective addresses as shown on the books of the 
corporation, to the stockholders of record on the 
books of this corporation whose stock is redeemed, 
and such notice shall also be given by publication in 
a newspaper of general circulation published in the 
City of Los Angeles, and in a newspaper of general 
circulation published in the City of San Francisco, 


152 Pacific Southwest Realty Co. 


State of California, once a week for at least thirty 
(30) days prior to the date fixed for such redemp- 
tion. Such redemption shall be by such method as 
shall be provided from time to time by resolution 
of the Board of Directors of the corporation, and 
at such time and place as shall be specified in the 
notice. From and after the date fixed in [74] any 
such notice as the date of redemption, unless default 
shall be made by this corporation m providing 
moneys at the time and place as aforesaid for the 
payment of the redemption price of said stock, all 
dividends on such stock so called for redemption 
shall cease to acerue, and from and after said date 
all the rights of the holders thereof as stockholders 
of this corporation, except the right to receive such 
redemption price, shall cease and determine. All 
numbers of the certificates of said preferred stock 
so redeemed shall be appropriately cancelled on the 
books of this corporation and the stock evidenced 
thereby shall not be reissued. 

‘“The whole or any part of the 644% Cumulative 
Preferred Serial Stock may be purchased by the 
corporation at any time by purchase upon the open 
market at not to exceed 105% of the par value of 
said stock, plus unpaid, accrued, and accumulated 
dividends thereon, provided, however, that im no 
cease shall the corporation purchase stock in the open 
market, or use its funds or property for the pur- 
chase of said stock, when such use would cause ain 
impairment of the capital of the corporation. Such 
stock, when so purchased, shall be cancelled as 
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redeemed stock, and when so cancelled shall not be 
reissued. 

‘‘On the Ist day of July, 1929, all of the Eleven 
Hundred (1100) shares of Series A, 646% Cumu- 
lative Preferred Serial Stock then outstanding shall 
be redeemed at par, plus unpaid, accrued, and accu- 
mulated dividends thereon. Such redemption shall 
be made at the office of the corporation at the City 
of Los Angeles, State of California, and from and 
after said date, unless default shall be made by the 
corporation in providing moneys at said time and 
place for the payment of the redemption price of 
said stock, all dividends on said Series A. 644% Cu- 
mulative Preferred Serial Stock shall cease and 
determine, and from and after said date all the 
rights of the holders thereof as stockholders of the 
corporation, except the right to receive such re- 
demption price, shall cease and determine. All nuim- 
bers of the certificates of said Series A, 646% Cn- 
mulative Preferred Serial Stock so redeemed shall 
be appropriately cancelled on the books of this cor- 
poration, and the stock evidenced thereby shall not 
be reissued. 

‘‘In the event that the corporation shall fail to 
redeem said Series A, 614% Cumulative Preferred 
Serial Stock at such time and place, the holders 
thereof shall have the mght to enforce payment of 
the par value of said stock so agreed to be redeemed, 
together with the amount of any unpaid, accrued, 
or accumulated dividends thereon, the same as on 
any unconditional claim or debt against the cor- 
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poration, and upon payment thereof the right of the 
holders thereof as stockholders of the corporation 
shall cease and determine and said Series A, 614% 
Cunulative Preferred Serial Stock so paid shall be 
appropriately cancelled upon the books of the corpo- 
ration and said stock shall not be reissued. 

“The corporation shall also redeem, on the Ist 
day of [75] July of each of the respective years 
1930 to 1951, both inclusive, all of the outstanding 
shares of said respective Series B to W, both inelu- 
sive, 646% Cumulative Preferred Serial Stock, upon 
the same terms and conditions, except as to the year 
of redemption, as are herein provided for said 
Series A, and the holders of each of said respective 
series shall have the same rights with respect there- 
to as are hereinbefore conferred upon the holders of 
Series A. 

‘‘So long as said dividends on said preferred stock 
shall be paid as herein provided, the holders of the 
preferred stock shall have no voting power on any 
question, except as provided by statute, or by this 
certificate, but on the contrary, the sole and exelu- 
sive voting power shall be vested in the holders of 
the common stock, but should any dividend on any 
preferred stock be not paid when payable as herein 
provided, and remain unpaid for ninety (90) days 
thereafter, then and so long as such dividend, or 
any part thereof, remains unpaid, the issued and 
outstanding preferred stock shall be exclusively en- 
titled to the voting power, except as otherwise pro- 
vided by statute, but upon sueh dividend, or unpaid 
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part thereof, being paid, the voting power of the 
preferred stock shall cease and the voting power 
reinvest in the common stock, and so on from time 
to time as said dividend, or part thereof, may re- 
main unpaid, or may be paid as aforesaid. 

“No shares of said preferred stock shall enjoy 
any preference over any other shares of said pre- 
ferred stock. 

‘‘The preferred stock shall be issued as, and shall 
be, fully paid up and non-assessable. 

‘““‘The shares of common stock, without nominal 
or par value, may be issued by the corporation from 
time to time for such consideration as may be fixed 
from time to time by the Board of Directors.’’ [76] 
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EXHIBIT ‘‘D”’ 


The First National Bank of Los Angeles 
Pacific-Southwest Trust & Savings Bank 
First Securities Company 


Los Angeles 
lites Mla el bee. 


The growth of our business necessitates the pro- 
vision of additional facilities at many points where 
we now operate if our customers are to be ade- 
quately and efficiently cared for. This will require 
a further substantial investment in real estate and 
buildings suitable for bank premises in the next 
few years, in addition to our present holdings owned 
or held under contract, which are valued at approxi- 
mately four million dollars. 

The locking up of too great a proportion of our 
capital and surplus in such fixed assets as banking 
premises is thought to be inadvisable. Accordingly 
we have devised a plan which has received the ap- 
proval of the Boards of Directors of both our bank- 
ing institutions, whereby the banks’ present and 
prospective investment in rea] estate and buildings 
suitable for bank purposes may be released and the 
funds now invested therein be utilized for general 
banking purposes. 

Through the medium of a subsidiary company 
and the employment of outside capital for a period 
of years, this may be accomplished with benefit to 
our stockholders and without sacrificing in any wavy 
at any time entire control of our bank premises 
while ultimately complete ownership is attained. 
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We have, therefore, organized the Pacific South- 
west Realty Company for the purpose of taking over 
from our banks the real estate and buildings owned 
by us and utilized wholly or in part in the conduct 
of our banking business. The acquisition of addi- 
tional property in the future suitable for banking 
premises, and the construction of buildings thereon 
will likewise be undertaken by the Realty Company 
and will be financed by it without recourse to the 
banks’ funds. 

From and after July 1, 1923, the above properties 
will be owned and operated by the Pacific Southwest 
Realty Company, which will lease to the Pacific- 
Southwest Trust & Savings Bank those properties 
now occupied as bank premises, for an annual 
rental which shall always be sufficient, when com- 
bined with the revenne which may be obtained from 
other sources, to pay all operating costs, upkeep, 
maintenance, repairs, taxes and insurance on the 
different properties and also all interest and divi- 
dend and amortization charges on the securities to 
be issued by the Realty Company. Under the terms 
of this lease all securities issned by the Realty 
Company will be retired within thirty vears, leav- 
ing the properties free and clear of indebtedness. 

The entire common stoék of the Pacific Southwest 
Realty Company will be owned by the First Securi- 
ties Company, which is owned by holders of our 
Beneficial Certificates, thus maintaining their pro- 
portionate interest in all our institutions. [79] 

The eapitalization of the Pacifie Southwest Realty 
Company will consist of an authorized issue of 
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$5,000,000 614% Cumulative Preferred Serial 
stock and an authorized issue of $3,000,000 First 
Mortgage 514% Serial bonds, Series ‘‘A’’, and 
50,000 shares of common stock of no par value. 

To provide funds with which to purchase from 
The First National Bank of Los Angeles and the 
Pacific-Southwest Trust & Savings Bank for cash 
at their appraised valuation their various bank 
premises and to provide for additional banking 
facilities, the Realty Company will issue at this time 
$3,000,000 First Mortgage 516% bonds and 
$3,000,000 614% Cumulative Preferred Serial Stock. 
It is our intention to finance our present needs 
through the issuance of approximately equal 
amounts of Preferred stock and bonds. The balance 
of the Preferred stock will be reserved for issuance 
under conservative restrictions as our building pro- 
eram may require. We believe that we have pro- 
vided for our legitimate needs in this direction for 
some years to come. 

Of the above securities, only the $3,000,000 614% 
Cumulative Preferred Serial stock will be offered 
for subscription, favorable arrangements having 
been made for the sale to one institution (not our 
own) of the entire authorized bond issue. We have 
thought it proper to give our stockholders the prior 
right to subscribe to the 644% Cumulative Pre- 
ferred Serial stock before any public offering is 
made. The entire block of $3,000,000 Preferred 
stock has, however, been underwritten by leading 
California Investment Banking Houses who will 
later offer to the public whatever amount is not sub- 
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scribed by our stockholders at the same price at 
which this offering is made, viz., $100 for each 
share. 

No effort has been spared to make this stock as 
safe intrinsically as it could possibly be made while 
the price is fixed to correspond to prevailing market 
conditions. A complete description of the stock is 
contained in the enclosed circular memorandum and 
we shall be glad to answer any further questions 
which you may desire to ask about this security. 

From this statement of the plan you will, of 
course, appreciate that the rental contract with the 
Pacific-Southwest Trust & Savings Bank assures 
the payment of interest and dividends and the final 
retirement of all securities issued by the Realty 
Company, and I believe that the opportunity to 
obtain on a profitable income basis a short or long 
term investment of this character will prove attrac- 
tive to our stockholders. 

You are invited to indicate on the enclosed sub- 
scription agreement the amount of stock you desire 
and the maturities you prefer. Insofar as possible, 
allotments will be made in accordance with your 
wishes. This subscription offer is open to stock- 
holders until July Ist. On or before July 10, 1923, 
subseribers will receive notice of definite allotments 
and a eall for payment in full at the rate of $100 
for each share allotted. Dividends will acerue from 
date of payment. 

Yours sincerely, 
HENRY M. ROBINSON 
President [80] 
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$3,000,000 
Pacific Southwest Realty Company 


614% Cumulative Preferred Serial Stock 
Par Value $100 Per Share 


Authorized $5,000,000. Present Issue $3,000,000. 


Preferred as to assets and dividends, and in event 
of liquidation entitled to receive $105 per share. 
Dividends at the rate of 616% are cumulative and 
payable quarterly on the first days of October, Jan- 
uary, April and July. Callable, in whole or in part, 
on any dividend date upon 30 days’ notice, at $105 
per share, plus accrued dividends. Stock may be 
transferred at the Company’s office, 902 Trust and 
Savings Building, Los Angeles. 


In Opinion of Counsel, Exempt from Normal Fed- 
eral Income Tax and Exempt from Personal 
Property Tax in California 


Pacific-Southwest Trust & Savings Bank, 
Los Angeles, Registrar 


This stock is issued in series, designated ‘‘A’’ to 
“W’ inclusive, maturing July 1, 1929, to July 1, 
1951, respectively. 
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Mr. Henry M. Robinson, President of the Com- 
pany, summarizes as follows, from his accom- 
panying letter, the essential features of the 
issue: 


History 

The Pacific Southwest Realty Company (a Dela- 
ware Corporation) has been organized for the pur- 
pose of acquiring and thereafter owning and oper- 
ating all the real estate properties now owned by 
the Paeifie-Southwest Trust & Savings Bank and 
one parcel owned by The First National Bank of 
Los Angeles. The Company will also undertake the 
providing of additional bank premises and build- 
ings, as the growth of these banks may require. 


Purpose of Issue 

The proceeds from the present issue of securities 
will be used in part to acquire from the Paeific- 
Southwest Trust & Savings Bank title to real estate 
and buildings with an appraised valuation, as ac- 
cepted by the Superintendent of Banks of Cali- 
fornia, of approximately $4,000,000, and consisting, 
among others, of the Trust and Savings Building 
located on the northwest corner of Sixth and Spring 
Streets, Los Angeles. The balance of the proceeds 
will be used for the erection of additional suitable 
banking structures and for the acquisition of addi- 
tional property suitable for the essential purposes 
of the Realty Company. 
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Lease 

The properties to be acquired from the banks 
will be leased to the Pacific-Southwest Trust & 
Savings Bank for a period of 30 years from July 
1, 1923. Under the terms of this lease, the interest 
on the bonds, the dividends on the Preferred Stock 
issued by the Realty Company and the annual ma- 
turities of stock and bonds are assured by the 
rental contract. 


Special Provisions 
The total amount of Preferred Stock at any time 
outstanding together with the total outstanding 
bonded indebtedness of the Company shall not com- 
bimed exceed 100% of the appraised value of the 
properties of the Company, as accepted by the Su- 
perintendent of Banks or by the Commissioner of 
Corporations of California or by their successors. 
The serial maturities of both Preferred Stock 
and First Mortgage Bonds provide a constantly 
increasing equity for the securities remaining out- 
standing. 
No dividends may be paid on the Common Stock 
of the Company until: 
1. All dividends on the Preferred Stock 
have been paid, 
2. All matured stock has been redeemed, 
3. There shall have been set aside or de- 
posited and maintained with the Pacific-South- 
west Trust € Savings Bank, an amount equal 
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to the amount of two full yearly dividends on 
the then outstanding Preferred Stock. 


This stock shall be issued as fully paid-up and 
non-assessable. No additional Preferred Stock can 
be authorized without the consent of two-thirds of 
the holders of the outstanding Preferred Stock. 

Should the dividends on the Preferred Stock 
remain unpaid for a period of ninety days after the 
date when such dividends are payable, the outstand- 
ing Preferred Stock enjoys exclusive voting power 
until any arrears in payment are extinguished. 


Ownership and Management 

The entire issue of Common Stock, which enjoys 
the sole voting power, is owned by the First Se- 
curities Company, which is owned entirely by the 
holders of First National Bank Beneficial Certifi- 
cates. The management of the Pacific Southwest 
Realty Company will be under the direction of 
Mr. Henrv M. Robinson, President, and other offi- 
cers and directors of The First National Bank of 
Los Angeles and the Pacific-Southwest Trust & 
Savings Bank. 

All legal proceedings pertaining to the issuance 
of this stock have been approved by Messrs. Far- 
rand and Slosson, Attorneys, Los Angeles. 


We recommend this stock for investment and offer 
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the unsold portion of this issue, subject to prior 
sale and to allotment, at 


Price Upon Applheation 


First Securities Company 
Identical in Ownership With 
The First National Bank of Los Angeles 
Pacific-Southwest Trust & Savings Bank 


Orders may be placed at any office of these banks 


Trust and Savings Building, Los Angeles 
Telephone 822-361 


Pasadena Long Beach Fresno 
Hollywood Santa Barbara Redlands _ 
[81] 


Pacific Southwest Realty Company 


History 

The Pacific-Southwest Realty Company has been 
incorporated under the laws of Delaware for the 
purpose of aequiring and thereafter owning and 
operating all of the real estate properties now 
owned by the Pacific-Southwest Trust & Savings 
Bank and occupied, either wholly or in part, by the 
bank and its branches, and one parcel owned by The 
First National Bank of Los Angeles. The Company 
will also undertake the providing of additional bank 
premises and buildings from time to time, as the 
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growth of these banks may require. The necessary 
funds for these purposes will be secured through 
the sale of the Preferred Stock and Bonds of the 
Company. 


Properties 

The proceeds of the present issues of securities 
will be used in part to acquire from the Pacific- 
Southwest Trust & Savings Bank title to real estate 
and buildings with an appraised valuation, as ac- 
cepted by the Superintendent of Banks of Cali- 
fornia, of approximately $4,000,000, and consisting 
of the Trust and Savings Building located on the 
northwest corner of Sixth and Spring Streets, Los 
Angeles, and several other sites utilized by city 
branches, and also real estate or bank premises 
at the following twenty-three out of town branch 
locations, all of which are now owned by the Pa- 
cific-Southwest Trust & Savings Bank: 


Alhambra Lindsay 
Carpinteria Lompoc 

El Centro Los Alamos 
Fresno Ocean Park 
Glendale Orcutt 
Guadalupe Oxnard 
Hanford Pasadena 
Lemoore Redlands 
San Luis Obispo Venice 

San Pedro Whittier 
Santa Maria Visalia 


Tulare 
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The Realty Company will also acquire from The 
First National Bank of Los Angeles one parcel of 
real estate at Highland Avenue and Hollywood 
Boulevard, Hollywood, now occupied by its Holly- 
wood ageney. 

The balance of the proceeds will be utilized for 
the erection of suitable banking structures at points 
where the growth of business has rendered present 
quarters inadequate and for the acquisition of addi- 
tional property suitable for the essential purposes 
of the Realty Company. 


Lease 

The above properties to be acquired from the 
banks and thereafter to be owned and managed by 
the Realty Company will be leased to the Pacific- 
Southwest Trust & Savings Bank for a period of 
30 years from July 1, 1923, at an annual rental 
which shall always be sufficient, when combined 
with the revenue received by the Realty Company 
from other sources, to pay operating costs of the 
Realty Company, maintenance, upkeep, repairs, 
taxes and insurance on the properties owned by it 
and in addition all interest and dividend and amor- 
tization charges on the outstanding bonds and Pre- 
ferred Stock issued by the Realty Company. In 
other words, under the terms of this lease the intet- 
est on the bonds, the dividends on the Preferred 
Stock and the annual maturities of stock and bonds 
are assured by the rental contract with the Pacific- 
Southwest Trust & Savings Bank. 
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Capitalization 
The capitalization of the Pacific Southwest Realty 
Company will consist of: 


To be Issued 
Authorized Presently 

First Mortgage 514% Bonds, 

Series ‘‘A,’’ maturing serially 

(e247 to 19as inclusives..... 2... $3,000,000 $3,000,000 
614% Cumulative Preferred 

POC LTC She Ka eet es 5,000,000 3,000,000 
Common Stock, no par value........ 50,000 shrs. 50,000 shrs. 


The remaining Preferred Stock will be held in 
the Company’s treasury for issuance, from time to 
time, as the needs of the Company may require, but 
only i accordance with the strict provisions gov- 
erning the issue of the stock and bonds and which 
at all times protect the equity of the holder of sueh 
securities. 


Description of Preferred Stock 

The Preferred Stock of the Company is preferred 
both as to assets and dividends. It is issued in 
series of various amounts which have a definite 
maturity on July Ist in each of the vears from 1929 
to 1951 inclusive. On each maturity date the entire 
series which becomes due is redeemed by the Com- 
pany at $100 per share and canceled. The Com- 
pany may, however, call any or all of its out- 
standing Preferred Stock for redemption on any 
dividend date on thirty days’ notice at $105 per 
share, plus accrued dividends, and all certificates 
of stock so redeemed shall be canceled. 
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All or any part of the Preferred Stock may be 
purchased by the Company upon the open market 
at not to exceed $105 per share plus accumulated 
dividends, provided that such stock when so pur- 
chased shall be canceled and shall not thereafter be 
reissued. 

In the event of any liquidation or dissolution of 
the Company, whether voluntary or involuntary, the 
Preferred Stock is entitled to receive $105 per share 
plus accrued dividends out of the assets of the 
Company. 

The stock may be transferred at the Company’s 
office, 902 Trust and Savings Bldg., Los Angeles. 
The Pacific-Southwest Trust & Savings Bank is 
Registrar. 


Tax Exemption 

The 614% Cumulative Preferred Serial Stock is, 
in opinion of counsel, free from the Personal Prop- 
erty Tax in California and likewise free from the 
Normal Federal Income ‘Tax. 


Dividends 

Dividends at the rate of 644% are cumulative 
and are payable quarterly to stockholders on the 
first davs of October, January, April and July. 
Special Provisions 

J. No shares of Preferred Stock shall enjoy any 
preferences over any other shares of Preferred 
Stock. 

2. Preferred stock shall be issued as fullv paid 
up and non-assessable. 
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3. No additional Preferred Stock can be author- 
ized nor the preferences altered without the con- 
sent of two-thirds of the holders of the outstanding 
Preferred Stock. [82] 

4. The Common Stock of the Company may re- 
ceive dividends only when all Preferred Stock divi- 
dends have been paid, all matured stock re- 
deemed and in addition only after an amount equal 
to the amount of two full yearly dividends on the 
then outstanding Preferred Stock shall have been 
set aside or deposited and maintained with the Pa- 
cific-Southwest Trust € Savings Bank. 

dD. Should the dividends on the Preferred Stock 
remain unpaid for a period of ninety days after the 
date when such dividends are payable, the outstand- 
ing Preferred Stock enjoys exclusive voting power 
until any arrears in payment are extinguished. 

6. In the event of failure to redeem any series 
of Preferred Stock on the maturity date, the hold- 
ers thereof have the right to enforce the payment, 
as in the case of any unconditional claim or debt 
against the Company. 


Equity 

Every effort has been made to make the Pre- 
ferred Stock as sound an investment security as 
possible, and having established its safety at the 
outset to provide that the stockholders’ equity will 
never be impaired. T’o this end the Articles of In- 
corporation provide that the issuance of securities 
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is to be based on the appraisement of the proper- 
ties made as of the date the Realty Company ac- 
quires such properties. Such appraisement will be 
made by an appraiser selected by the Superin- 
tendent of Banks or by the Commissioner of Cor- 
porations of California or by their successors. 

The clauses which protect the stockholders’ equity 
are as follows: 

(a) The amount of Preferred Stock to be issued 
shall not exceed 100% of the appraised value of 
the property purchased or to be purchased with the 
proceeds of the sale of such Preferred Stock. 

(b) The aggregate indebtedness of the corpora- 
tion secured by mortgage, deed of trust or other- 
wise, shall not exceed in amount 50% of the ap- 
praised value of the property subject thereto. 

(c) The total amount, however, of Preferred 
Stock at any time outstanding under (a), together 
with the total outstanding bonded indebtedness of 
the Company that may be issned under paragraph 
(b), shall not combined exceed 100% of the ap- 
praised value of the properties as established above. 

Tt is the intention of the Realty Company to 
finance its present needs by equal amounts of Pre- 
ferred Stock and Bonds, 1e., 50% of Preferred 
Stock and 50% of Bonds. The annual maturities 
of bonds and stocks will serve to increase the origi- 
nal equity as the different series mature and are 
retired. 
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If the corporation sells or exchanges any of its 
property, it will within a reasonable time substi- 
tute for such property so sold or exchanged prop- 
erty of substantially equal value or retire with the 
proceeds of such sale Preferred Stock and/or 
Bonds. 

Additional Preferred Stock can only be issued 
for cash for the purpose of acquiring with the pro- 
ceeds of the sale thereof property suitable for the 
essential purposes of the Company, and further 
provided that the above provisions as to appraisal 
and the ratios of outstanding stocks and bonds are 
maintained. 


Ownership and Management 

The entire issue of Common stock, which enjoys 
the sole voting power, is owned by the First Seeuri- 
ties Company, which is owned entirely by the hold- 
ers of First National Bank Beneficial Certificates. 
The management of the Pacific Southwest Realty 
Company will be under the direction of Mr. Henry 
M. Robinson, President, and other officers and direc- 
tors to be chosen from the officers and directors of 
The First National Bank of Los Angeles and the 
Pacifie-Southwest Trust & Savings Bank. 
Amounts and Maturities 

The 614649 Cumulative Preferred Serial Stock 
of the Pacific Southwest Realty Company now to 
be offered is of the following amounts and maturi- 
ties: 
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Offered for 

Series Maturity Authorized Subscription 
A duly Ire $ 110,000 $ 66,000 
B July 1, 1930 110,000 66,000 
C July 1, 1931 110,000 66,000 
D July 1, 19382 110,000 66,000 
E Juy 1, 19383 125,000 75,000 
i July 1, 1934 125,000 75,000 
31 July 1, 1935 125,000 75,000 
H July 1, 1936 140,000 84,000 
I July 1, 1937 140,000 84,000 
J July 1, 1988 170,000 102,000 
kK July 1, 1939 170,000 102,000 
L July 1, 1940 170,000 102,000 
M July 1, 1941 200,000 120,000 
N July 1, 1942 530,000 138,000 
O July 1, 1943 230,000 158,000 
P July 1, 1944 260,000 156,000 
Q July 1, 1945 290,000 174,000 
R July 1, 1946 305,000 183,000 
SS) July 1, 1947 530,000 201,000 
T July 1, 1948 365,000 219,000 
U July 1, 1949 395,000 237,000 
NV July 1, 1950 445,000 267,000 
W July 1, 1951 340,000 204,000 


Total. = $5,000,000 $3,000,000 
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Legality 
All legal proceedings pertaining to the issuance 
of this stock have been approved by Messrs. Far- 
rand and Slosson, Attorneys, Los Angeles. 
Yours very truly, 
HENRY M. ROBINSON 
President [83] 


[Picture of Building | 


Trust and Savings Building 
Located on the Northwest Corner of 
Sixth and Spring Streets 
Los Angeles 


One of the properties to be acquired by the 
Pacific Southwest Realty Company 


Weis UI Nie. led 


PORTIONS OF LEASE DATED JULY 1, 1923 
UNDER WHICH PETITIONER LEASED 
CERTAIN OF ITS PROPERTIES TO PA- 
CIFIC SOUTHWEST TRUST AND Bas 
INGS BANK 


‘‘This Lease, made in duplicate, as of July J, 
1923, between Pacific Southwest Realty Company, 
a corporation, herein referred to as Lessor, and 
Pacific-Southwest Trust & Savings Bank, a corpora- 
tion, herein referred to as Lessee, witnesseth: 

‘‘Lessor owns certain real estate and buildings 
in the various cities and communities in which 
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Lessee is engaged in the banking business; Lessee 
desires to lease these properties, either in whole 
or in part, for its banking purposes and for use 
by any of its affiliated or subsidiary corporations 
and for other purposes. Lessor is willing to lease 
said property if it can be assured of a rental which 
shall always be sufficient, when combined with the 
revenues received by it from other sources, to pay 
all of its operating costs, all maintenance, upkeep, 
repairs, taxes, and insurance on the properties 
owned by it, and in addition, all interest, dividend, 
and amortization charges on its outstanding bonds 
and preferred stock ; 

‘‘That the lessor, in consideration of the payment 
of the rent hereinafter specified to be paid by the 
Lessee, and the covenants and agreements herein- 
after contained to be kept and performed by the 
Lessee, and other valuable adequate consideration, 
does by these presents demise, lease, and let, upon 
the terms, provisions and conditions hereinafter 
set forth, unto the Lessee, those certain premises 
situate in the State of California particularly 


described as follows: 
+ + % % ¥% * 


(Description of Properties) 

“1. Term of Lease. The term of this lease is 
and shall be Thirty (80) vears from and after 
July 1, 1928, and ending on June 30, 1953, unless 
sooner terminated in aecordance with the provi- 
sions hereof. 


178 Pacific Southwest Realty Co. 


‘2. Rent. Lessee agrees to pay rent for said 
premises and Lessor to accept said rent therefor 
as follows: 

‘Four Hundred Twenty Thousand Dollars ($420,- 
000.00) per annum during said term; payable in 
twelve (12) equal installments during each of said 
years, the payment for the month of July, 1923, to 
be made on the 20th dav of July, 1923, and the 
payment for each of the following months to be 
made on the corresponding day of each of said 
months; the sum of Four Hundred Twenty Thou- 
sand [84] Dollars ($420,000.00) is herein referred 
to as the ‘estimated rental’, and is the amount 
which Lessor and Lessee have estimated will give 
to Lessor the amount of rental referred to in the 
witness clause hereof; the actual rental will be 
adjusted accordingly, so that if the ‘estimated 
rental’ in any year is more or less than sufficient, 
when combined with the revenue received by Lessor 
from other sources, to pay all operating costs of 
Lessor, maintenance, upkeep, repairs, taxes, (in- 
cluding special assessments), and insurance on the 
properties owned by it, and in addition all interest, 
dividend, and amortization charges on its outstand- 
ing bonds and preferred stock issued or to be issued 
by it, the actual amount to be paid by Lessee to 
Lessor and received by Lessor hereunder will be ad- 
justed accordingly; such adjustment to be made 
within thirty (30) days after July 1st of each vear 
of said term, beginning July 1, 1924, upon a state- 
ment prepared by the Lessor. * * *’’ [85] 
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EXSEBIT *G”’ 


ARTICLE FOURTH OF THE CERTIFICATE 
OF INCORPORATION OF PETITIONER 
AS AMENDED DECEMBER 16, 1927 


‘‘Rourth: The total authorized capital stock of 
this corporation is One Hundred twenty-five thou- 
sand (125,000) shares, divided into seventy-five 
thousand (75,000) shares of preferred stock of the 
par value of One Hundred Dollars ($100.00) each, 
amounting in the aggregate to Seven Million Five 
hundred thousand dollars ($7,500,000.00), and Fifty 
thousand (50,000) shares of common stock, which 
shares shall have no nominal or par value. The de- 
scription of said classes of stock, and the designa- 
tions, preferences, and restrictions, if any, and the 
voting power or restrictions or qualifications of 
such preferred stock and common stock, together 
with all other rights of such preferred stock and 
common stock, are as follows: 

614% Cumulative Preferred Serial Stock. Fifty 
thousand (50,000) shares of said preferred stock shal] 
be designated ‘644% Cumulative Preferred Serial 
Stock.’ Said 614% Cumulative Preferred Serial Stock 
shall be issued by the corporation in Twenty-three 
(23) series, to be designated by letters A to W, 
both inclusive, and each series shal] be for the re- 
spective number of shares, redeemable at their par 
value plus all unpaid, accrued or accumulated divi- 
dends thereon, on the respective dates as follows: 
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Series No. of Shares Redeemable On 
eT Oe eee 1,100 Julyeigeo23 
| 5 ve ree ee amare ON renee 1,100 July 1, 1930 
Chee eee ee 1,100 July 1, 1931 
)....... 22s. 1,100 July 1, 1932 
|) eee eee ee 1,250 July 1, 1933 
ji © 1,250 July 1, 1934 
eno ee ee oo 1,250 July 1, 1935 
5 eater ree me re eco 1,400 July 1, 1936 
eer ents Se 1,400 July 1, 1937 
| ee en, eee, 1,700 July 1, 1938 
| ee ce ae ee 1,700 July 1, 1939 
1 EE RS a 1,700 July 1, 1940 
1 Ae OS ee 2,000 July 1, 1941 
JD A. ore 2,300 July 1, 1942 
(Co) a i ee 2,300 July 1, 1948 
1)? RO einer ce a ee 2,600 July 1, 1944 
(0) oe ore ee 2 2,900 July 1, 1945 
1A, ae eee 3,050 July 1, 1946 
SS ee MR See 3,300 July 1, 1947 
Si cco meee eee So 3,650 July 1, 1948 
| OU Reecizca eer rer... ee 3,950 July 1, 1949 
cE DOO ick. 4,450 July 1, 1950 
| 5,400 July 1, 1951 


“Twenty-five thousand (25,000) shares of said 
preferred stock may be issued from time to time 


in series as may from time to time be determined 
by resolution of the board of directors of this cor- 
poration, with variations as between each series in 
any one or more of the following particulars: [86] 
(a) The designation of such series, which 

may be by distinguishing number, letter, or 
title as the board of directors may deem appvo- 


priate; 


(b) The rate, which shall not exceed 614% 


per annum, at which dividends are to accrue 


thereon; and 
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(c) Not exceeding $5.00 per share payable 
as a premium in case of the redemption of said 
stock, or upon a voluntary liquidation, dissolu- 
tion, or winding up of this corporation or re- 
duction of its capital stock resulting m any 
distribution of its assets to its stockholders, 
which amount, in respect of any series, may, 
but need not, vary according to the time or 
circumstances of such action. 


“Tf and whenever from time to time the board 
of directors shall determine to issue preferred stock 
other than said 614% Cumulative Preferred Serial 
Stock, it shall, prior to the issuance of any shares 
of each such series, by resolution or resolutions, 
fix the terms of such series, in the particulars above 
mentioned, and shall cause the same to be set forth 
in such additional certificate or certificates, if any, 
as Shall at the time be required by law. 

“The rate of dividend to be paid upon said 614% 
Cumulative Preferred Serial Stock and upon said 
other stock at whatever rate, not exceeding said six 
and one-half per cent (6144%.), shall be fixed for 
the same is hereby referred to as the ‘fixed divi- 
dend rate,’ and the amount or amounts so fixed 
and/or to be hereafter fixed as the redemption pre- 
mium payable upon the redemption of any of said 
preferred stock is hereby referred to as the ‘fixed 
redemption premium.’ 

“Said preferred stock may be issued as and when 
the board of directors of the corporation shall de- 


182 Pacific Southwest Realty Co. 


termine, but no preferred stock shall be issued ex- 
cept for the purpose of acquiring with the proceeds 
of the sale thereof property suitable for one or 
more of the purposes of the corporation. Said 
preferred stock shall be issued for cash at not less 
than ninety-two per cent (92%) of the par value 
of said stock. The amount of preferred stock to 
be issued for such purpose shall not exceed, how- 
ever, one hundred per cent (100%) of the ap- 
praised value of the property purchased, or to be 
purchased, with such proceeds. The aggregate in- 
debtedness of the corporation secured by mortgage, 
deed of trust, or otherwise, shall not exceed in 
amount Fifty per cent (50%) of the appraised 
value of the property subject thereto. The total 
amount of preferred stock of the corporation at any 
time outstanding shall not, together with the total 
bonded indebtedness of the corporation, exceed One 
Hundred per cent (100%) of the appraised value 
of the property of the corporation. Said appraise- 
ments shall be made as of the date the corporation 
acquires said property. The appraisement of such 
property by an appraiser selected by the Superin- 
tendent of Banks of California, or by the Commis- 
sioner of Corporations of California, or by any 
official which shall be the snecessor of either of said 
officials, or if there is no such official qualified to 
make the selection of such appraiser, or if such 
officials shall fail to select such appraiser, by an 
appraiser selected by the Trustee in any trust in- 
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denture executed by the corporation to secure any 
of its bonded indebtedness, shall be sufficient to 
establish said appraised values, and a certificate 
made and filed in the office of the corporation by 
such appraiser that [87] said property was ap- 
praised, setting forth the appraised value thereof, 
together with a detailed statement of the various 
items of property appraised, with their individual 
values, shall be conclusive evidence of the appraised 
value of said property for the purpose of the issu- 
ance of said stock and for all other purposes. Le- 
fore the issuance of any such stock the president 
of the corporation shall file a certificate in the office 
of the corporation setting forth in detail the prop- 
erty purchased or to be purchased with the proceeds 
of the sale of such stock. 

“Tf the corporation shall sell or exchange any of 
its property, it will within such reasonable time as 
it may require, do one or more or any combination 
of the following: (a) substitute for such property 
so sold or exchanged property of substantially such 
sale or exchange value; such sale or exchange value 
to be determined by an appraisement thereof made 
in the manner, with the effect, and by an appraiser 
selected as provided elsewhere in this Article 
Fourth; (b) purchase with the proceeds of such 
sale preferred stock of the corporation as permitted 
by this certificate; (¢) purchase with the proceeds 
of such sale bonds of the corporation as may be 
permitted by any indenture or mortgage securing 
the same. 
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‘‘Said preferred stoek shall be entitled to receive 
in each year out of the surplus or net profits of 
the business of the corporation, dividends at the 
fixed dividend rate per annum, and no more, upon 
the par value of said stock from date of issue, pay- 
able quarterly as follows: On October Ist, Janu- 
ary Ist, April 1st, and July 1st of each year. 

‘“The dividends on all of the preferred stock of 
the corporation shall be cumulative, so that if in 
any year or years the dividends thereon shall not 
have been paid, such dividends shall be paid in full 
before any dividends shall be paid or set apart upon 
the common stock. The amount of any serial re- 
demption of said preferred stock, if overdue, shall 
be paid before any dividends shall be paid or set 
apart on the common stock. 

‘Whenever the dividends upon all of the then 
issued and outstanding preferred stoek for all past 
dividend periods shall have been deelared, and the 
same shall have been paid by the corporation or the 
funds therefor set aside, the board of directors 
may declare dividends upon the eommon stoek, pay- 
able at such time as the board may fix, out of any 
remaining surplus or net profits, provided that no 
dividends shall be declared, set apart, or paid on 
the common stoek, and the holders thereof shall 
not be entitled to receive dividends thereon, until 
an amount equal to the amount of two full yearly 
dividends on the then issued and outstanding pre- 
ferred stoek of the corporation shall have been set 
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aside or deposited and [88] maintained with Los 
Angeles-First National Trust & Savings Bank, or 
such other trust company doing business in Los 
Angeles as the Board of Directors of the corpora- 
tion shall by resolution designate. 

‘‘In the event of any lhquidation, dissolution, or 
winding up of the corporation, whether voluntary 
or involuntary, the holders of record of said pre- 
ferred stock shall be entitled, before any distribu- 
tion shall be made to the holders of the common 
stock, to be paid out of the surplus profits arising 
from the business of this corporation and then re- 
maining intact, or in case such profits shall be 
insufficient, then from the general assets of this 
corporation, an amount equal to the par value 
thereof plus said fixed redemption premium, plus 
all unpaid, accrued, or accumulated dividends 
thereon. 

‘‘The whole or any part of the preferred stock 
may be redeemed on any dividend date upon the 
payment of the par value thereof plus said fixed 
redemption premium per share, plus all unpaid, ac- 
erned, or accumulated dividends thereon. At least 
thirty (30) days notice of such redemption shall 
be given by mail, at their respective addresses as 
shown on the books of the corporation, to the stock- 
holders of record on the books of this corporation 
whose stock is redeemed, and such notice shall also 
be given by publication in a newspaper of general 
eireulation published in the City of Los Angeles, 
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and in a newspaper of general circulation published 
in the City of San Francisco, State of California, 
once a week for at least thirty (30) days prior to 
the date fixed for such redemption. Such redemp- 
tion shall be by such method as shall be provided 
from time to time by resolution of the Board of 
Directors of the corporation, and at such time and 
place as shall be specified in the notice. From and 
after the date fixed in any such notice as the date 
of redemption, unless default shall be made by this 
corporation in providing monevs at the time and 
place as aforesaid for the payment of the redemp- 
tion price of said stock, all dividends on such stock 
so called for redemption shall cease to accrue, and 
from and after said date all the rights of the holders 
thereof as stockholders of this corporation, except 
the right to receive such redemption price, shall cease 
and determine. All numbers of the certificates of said 
preferred stock so redeemed shall be appropriately 
cancelled on the books of this corporation and the 
stock evidenced thereby shall not be reissued. 

“The whole or any part of the preferred stock 
mav be purchased by the corporation at any time 
by purchase upon the open market at not. to exceed 
the par value thereof plus said fixed redemption pre- 
mium thereon, plus unpaid, accrued, and accumu- 
lated dividends thereon; provided, however, that in 
no case shall the corporation purchase stock in the 
open market, or use its funds or property for the 
purchase of said stock, when such use would eause 
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an impairment of the capital of [89] the corpora- 
tion. Such stock, when so purchased, shall be can- 
celled as redeemed stock, and when so cancelled 
shall not be reissued. 

‘‘On the dates herein fixed for the redemption of 
said 614% Cumulative Preferred Serial Stock and 
on the dates, if any, fixed in any resolution of the 
board of directors of this corporation for the re- 
demption of any other of the preferred stock of this 
corporation, such stock then outstanding shall be 
redeemed at par, plus unpaid, accrued, and accumu- 
lated dividends, together with any premium thereon 
as provided or authorized by this certificate of in- 
corporation. 

“Such redemption shall be made at the office of 
the corporation in the City of Los Angeles, State 
of California, and from and after said date, unless 
default shall be made by the corporation mm pro- 
viding moneys at said time and place for the pay- 
ment of the redemption price of said stock, all divi- 
dends on said preferred stock so redeemed shall 
cease and determine, and fiom and after said date 
all of the rights of the holders thereof as stock- 
holders of the corporation, except the right to re- 
ceive such redemption price, shall cease and de- 
termine. All numbers of the certificates of said 
preferred stock so redeemed shall be appropriately 
cancelled on the books of this corporation and the 
stock evidenced thereby shall not be reissued. 

‘‘In the event that the corporation shall fail to 
redeem said preferred stock at the time and place 
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herein and/or in said resolution herein authorized, 
the holders of said preferred stock shall have the 
right to enforce payment of the par value of said 
preferred stock so agreed to be redeemed, together 
with the amount of any unpaid, accrued, or accu- 
mulated dividends thereon, together with the pre- 
mium, if any, to be paid on such redemption, the 
same as on any unconditional claim or debt against 
the corporation, and upon payment thereof the 
rights of the holders thereof as stockholders of this 
corporation shall cease and determine and said pre- 
ferred stock so paid shall be appropriately can- 
celled upon the books of this corporation and said 
stock shall not be reissued. 

‘‘In making redemption of any preferred stock 
issued pursuant to resolution of the board of direc- 
tors as herein authorized, the terms and provisions 
of any such resolution or resolutions shall lhkewise 
be complied with. 

‘So long as said dividends on said preferred stock 
shall be paid as herein provided, the holders of the 
preferred stock shall have no voting power on any 
question, except as provided by statute, or by this 
certificate, but on the contrary, the sole and excelu- 
sive voting power shall be vested in the holders of 
the common stock, but should any dividend on any 
preferred [90] stock be not paid when payable as 
herein provided, and remain unpaid for ninety 
(90) days thereafter, then and so long as sueh divi- 
dend, or any part thereof, remains unpaid, the 
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issued and outstanding preferred stock shall be ex- 
clusively entitled to the voting power, except as 
otherwise provided by statute, but upon such divi- 
dend, or unpaid part thereof, being paid, the voting 
power of the preferred stock shall cease and the 
voting power reinvest in the common stock, and so 
on from time to time as said dividend, or part 
thereof, may remain unpaid, or may be paid as 
aforesaid. 

‘“No stockholder of this corporation shall have 
any preemptive or preferential right of subserip- 
tion to any shares of any stock of this corporation, 
or to any obligations convertible into stock of this 
corporation, issued or sold, nor any right of sub- 
seription to any thereof other than such, 1f any, as 
the board of directors of this corporation in its dis- 
cretion from time to time may determine, and at 
such price as the board of directors from time to 
time may fix, pursuant to the authority hereby con- 
ferred bv the certificate of incorporation of this c¢or- 
poration, and the board of directors may issue stock 
of this corporation, or obligations convertible into 
stock, without offering such issue of stock, either 
in whole or in part, to the stockholders of this cor- 
poration. The acceptance of stock in this corpora- 
tion shall be a waiver of any such preemptive or 
preferential right which in the absence of this 
provision might otherwise be asserted by stock- 
holders of this corporation, or any of them. 
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‘‘No shares of said preferred stock shall enjoy 
any preference over any other shares of said pre- 
ferred stock, except to the extent herein set forth 
and authorized. 

‘“The preferred stock shall be issued as, and shall 
be, fully paid up and non-assessable. 

‘‘The shares of common stock, without nominal or 
par value, may be issued by the corporation from 
time to time for such consideration as may be fixed 
from time to time by the board of directors.’’ [91] 
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Additional Issue 
$1,000,000 
Pacific Southwest Realty Company 
14% Cumulative Preferred Serial Stock 
Par Value $100 Per Share 


Preferred as to assets and dividends, and in the 
event of liquidation entitled to receive $102 per 
share. Dividends at the rate of 546% per an- 
num are cumulative and payable quarterly on 
the first day of October, January, April and 
July of each year. Callable, in whole or in part, 
on any dividend date upon 30 days’ notice, at 
$102 per share, plus accrued dividends. Stock 
may be transferred at the Company’s office, 
Pacific-Southwest Bank Building, 215 West 6th 
Street, Los Angeles. 


In opinion of Counsel, exempt from normal Federal 
Income ‘Tax and exempt from Personal Prop- 
erty Tax in California 


Los Angeles-First National Trust & Savings Bank, 
Los Angeles, Registrar 


This stock is issued in Series, designated ‘‘AA”’ to 
“VV? inclusive, maturing July 1, 1939 to July 1, 
1960, respectively. 
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Mr. Henry M. Robinson, President of the Company, 
summarizes as follows the essential features of 
the issue: 

History 

The Pacific Southwest Realty Company was or- 
ganized in 1923 to acquire from the Pacific-South- 
west Trust & Savings Bank and The First National 
Bank of Los Angeles properties chiefly occupied by 
these institutions as bank premises in Los Angeles 
and other communities in which the banks were 
represented. All of the common stock of the Pacific 
Southwest Realty Company was acquired by the 
First Securities Company, and is still owned by 
that company. The First Securities Company is in 
turn wholly owned by the stockholders of the Los 
Angeles-First National Trust & Savings Bank, 
which is a consolidation of the above banks. 

To finance the acquisition of these properties from 
the banks, the Pacific Southwest Realty Company 
had, prior to April 1, 1928, sold for cash to insti- 
tutions and investors an aggregate of $5,000,000 
First Mortgage 546% Bonds, and $4,500,000 6147, 
Cumulative Preferred Serial Stock. As of April 1, 
1928, a total of $985,000 bonds had been retired. 
The first maturity of the preferred stock oceu's 
oly Ve 29) 


Authorized Capital Stock 

During 1928 the authorized capital was increased 
by $2,500,000, and now is as follows: 

(a) 50,000 shares Common Stock, without nomi- 
nal or par value. 
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(b) $5,000,000 616% Cumulative Preferred Se- 
rial Stock, 50,000 shares, $100 par, fixed dividend 
rate 614% per annum, fixed redemption premium 
of 5% ($105.00 per share), Series ‘‘A’’ to ‘““W”’, 
inclusive, maturing 1929-1951, respectively. 

(ec) $2,500,000 Preferred Stock, 25,000 shares, 
$100 par. The present offering of $1,000,000, bear- 
ing fixed cumulative dividend rate of 544% per an- 
num and fixed redemption premium of 2% ($102.00 
per share), is a part of this authorized issue. 


Outstanding Securities 

With the completion of the present stock sale, 
the Pacific Southwest Realty Company will have 
outstanding $4,500,000 615% Cumulative Preferred 
Serial Stock, and $1,000,000 514% Cumulative Pre- 
ferred Serial Stock, in addition to 50,000 shares 
Common Stock of no par value, owned by the First 
Securities Company. 

With the completion of the present financing on 
or about July 2, 1928, there will be outstanding 
$5,100,000 of first mortgage bonds. The aggregate 
total par value of outstanding preferred stock and 
bonds will then be $10,600,000. 


Properties 

The principal buildings owned by the Realty Com- 
pany are located at Sixth and Spring Streets, Los 
Angeles: Colorado Street and Marengo Avenue, 
Pasadena; and at Mariposa and Fulton Streets, 
Fresno. Each of these three properties is valued 
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at more than one million dollars. The Realty Com- 
pany has heretofore owned 45 locations, of which 
11 are within the corporate limits of Los Angeles, 
and the balance in communities where the Los An- 
eeles-First National Trust & Savings Bank has been 
represented, from Fresno to El Centro. 


We recommend this stock for investment and offer 
this issue, subject to prior sale and to allotment, at 
$98.00 Per Share, Plus Accrued Dividend from 
July 1, 1928 
First Securities Company 
Owned by the Stockholders of the 
Los Angeles-First National Trust & Savings Bank 
Orders may be placed at any Branch of this Bank 
Pacific-Southwest Bank Bldg. 

Los Angeles 
Telephone Vandike-2361 
Pasadena Hollywood Glendale Long Beach 
Santa Barbara Redlands I['resno San Francisco 


June, 1928 [93] 


The purpose of the present additional sale of 
stock and bonds is to acquire premises used wholly 
or in part for banking purposes at Santa Barbara, 
Dinuba, Altadena, San Fernando, Long Beach, 
Santa Monica, Culver City, Moneta, Belvedere 
Gardens, the following locations in Los Angeles— 
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Country Club Drive & La Brea Avenue, Jefferson 
& Arlington Streets, Carthay Center, Sixth & Alva- 
rado Streets, and to pay for new buildings which 
have been erected in Hollywood and Pasadena on 
property heretofore owned by the Realty Company. 

The aggregate cost of the Company’s properties 
including those heretofore owned with those now 
being purchased, and including the new buildings 
which have been erected, will be in excess of $11,- 
200,000. 


Plan of Operation 

It has never been intended to operate the Pacific 
Southwest Realty Company at a profit. At many 
points the Realty Company owns buildings adequate 
to accommodate tenants other than the Bank. Under 
such circumstances, an effort is made to rent as 
much of the available space as is not needed by the 
Bank to outside tenants at current prices. For the 
protection of the bondholders and preferred stock- 
holders of the Pacific Southwest Realty Company, 
leases expiring in 1960 have been entered into be- 
tween the Los Angeles-First National Trust & Sav- 
ines Bank and the Realty Company whereby the 
Bank agrees to supplement the income collected by 
the Realty Company from outside tenants by an 
amount which when added to the sum collected from 
the rentals paid by others than the Bank will be 
sufficient to meet the operating expenses of the 
Realty Company, the interest on its bonds, the divi- 
dends on its preferred stock, and, in addition, 
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amortize over a period of years the total amount of 
bonds and preferred stock outstanding. 


Protection of Stockholders 

Every effort has been made to make the Preferred 
Stock as sound an investment security as possible, 
and having established its safety at the outset to 
provide that the stockholders’ equity will never he 
unpaired. To this end the Articles of Incorporation 
provide that the issuance of securities 1s to be based 
on the appraisement of the properties made as of 
the date the Realty Company acquires such prop- 
erties. Such appraisement will be made by an ap- 
praiser selected by the Superintendent of Banks or 
by the Commissioner of Corporations of California 
or by their successors. 

The clauses which protect the stockholders’ equity 
are as follows: 

(a) The amount of Preferred Stock to be issued 
shall not exceed 100% of the appraised value of the 
property purchased or to be purchased with the pro- 
ceeds of the sale of such Preferred Stock. 

(b) The aggregate indebtedness of the Company 
secured by mortgage, deed of trust or otherwise, 
shall not exceed in amount 50% of the appraised 
value of the property subject thereto. 

(c) The total amount, however, of Preferred 
Stock at any time outstanding under (a), together 
with the total ontstanding bonded indebtedness of 
the Company that may be issued under paragraph 
(b), shall not combined exceed 100% of the ap- 
praised value of the properties as established above. 
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The annual maturities of bonds and stocks will 
serve to increase the original equity as the different 
series mature and are retired. 

If the Company sells or exchanges anv of its 
property, it will within a reasonable time substitute 
for such property so sold or exchanged property of 
substantially equal value or retire with the proceeds 
of such sale Preferred Stock and/or Bonds. 

Additional Preferred Stock can only be issued 
for cash for the purpose of acquiring with the pro- 
eeeds of the sale thereof property suitable for the 
essential purposes of the Company, and further 
provided that the above provisions as to appraisal 
and the ratios of outstanding stock and bonds are 
maintained. 


Special Provisions 

1. No shares of Preferred Stock shall enjov 
anv preference over any other shares of Pre- 
ferred Stock. 

2. Preferred Stock shall be issued as fully 
paid up and non-assessable. 

3. No additional Preferred Stock can be 
authorized nor the preferences altered without 
the consent of two-thirds of the holders of the 
outstanding Preferred Stock. 

4. The Common Stock of the Company may 
receive dividends only when all Preferred Stock 
dividends have been paid, all matured stock re- 
deemed and in addition only after an amount 
equal to the amount of two full vearly divi- 
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dends on the then outstanding Preferred 
Stock shall have been set aside or deposited and 
maintained with the Los Angeles-First National 
Trust & Savings Bank. 

5. Should the dividends on the Preferred 
Stock remain unpaid for a period of ninety 
days after the date when such dividends are 
pavable, the outstanding Preferred Stock en- 
joys exclusive voting power until any arrears in 
payment are extinguished. 

6. In the event of failure to redeem any 
series of Preferred Stock on the maturity date, 
the holders thereof have the right to enforce 
the payment, as in the case of any uncondi- 
tional claim or debt against the Company. 


Tax Exemption 

The Cumulative Preferred Serial Stock is, in 
opinion of counsel, free from the Personal Property 
Tax in California and likewise free from the Normal 
Federal Income Tax. 


Ownership and Management 

The entire issue of Common Stock, which enjoys 
the sole voting power, is owned by the First Securi- 
ties Company, which is owned entirely by the stock- 
holders of Los Angeles-First National Trust & Sav- 
ines Bank. The management of the Pacific South- 
west Realtv Company is under the direction of Mr. 
Henry M. Robinson, President, and other officers 
and directors chosen from the officers and directors 
of the said bank. 
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Legality 

All legal proceedings pertaining to the issuance of 
this stock have been approved by Messrs. Farrand 
and Slosson, Attorneys, Los Angeles. [94] 


Pees i 
(Form of Bond) 


United States of America 
State of Delaware 
(Vignette) 


Pacific Southwest Realty Company 
First Mortgage 514% Bond, Series ‘‘A”’ 
iN Once eens 


Pacific Southwest Realty Company, a corpora- 
tion organized and existing under and by virtue of 
the laws of the State of Delaware, and having its 
principal place of business in Delaware in the City 
of Dover, and in California in the City of Los An- 
eeles (hereinafter called the ‘‘Company’’), for value 
received, hereby promises to pay to the bearer, or, 
if registered, to the registered holder of this bond 
ouetie first day of July, 19.2... I rec. sc carommnes mina 
otlews, (Shwe ) in gold coin of the United 
States of America, of or equal to the present stand- 
ard of weight and fineness, together with interest 
thereon from the date hereof, at the rate of five and 
one-half per cent (516%) per annum. pavable semi- 
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annually in hke gold coin, on the first days of Jan- 
uary and July in each year, upon presentation and 
surrender of the interest coupons hereto attached as 
they severally mature. The principal hereof and the 
interest thereon are hereby made payable at Title 
Insuranee and Trust Company, in the City of Los 
Angeles, State of California. 

Both principal and interest shall be paid without 
deduction for any tax or taxes, assessments, or other 
governmental charges which the Company or the 
Trustee may be required or permitted to pay thereon 
or to retain therefrom under any present or future 
law of the United States, or of any state, county, 
municipality, or other governmental subdivision 
therein, not exceeding, however, in the ease of 
Federal or other income taxes an aggregate of two 
per centum (2%) of the mterest on the principal 
hereof. 

This bond is one of an issue of thirty-six (36) 
First Mortgage 516% Bonds, Series ‘‘A’’ of Pacific 
Southwest Realty Company, the total amount there- 
of being Three Million Dollars ($3,000,000.00), all 
of like date and tenor, except the variations neces- 
sary to express their numbers, denominations, and 
maturities, the whole thereof, and the interest 
thereon being secured by a mortgage or deed of 
trust dated July 1, 1923, wherein Pacific Southwest 
Realty Company is grantor and trustor, and Title 
TInsurance and Trust Company is grantee and trus- 
tee, assigning and conveying certain real and per- 
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sonal property described in said mortgage or deed 
of trust. For a deseription of the properties mort- 
gaged, the nature and extent of the security, the 
rights of the holders of the bonds, and the terms 
and conditions upon which said [95] bonds are is- 
sued and secured, reference is made to said mort- 
gage or deed of trust, to all of the provisions of 
which the holder hereof, by accepting this bond, 
assents. 

The Company may, at its option, redeem and pay 
all or any part of said bonds upon any interest 
payment date, by the payment of the principal 
thereof and the interest due thereon, together with 
a premium of two per cent (2%) upon the princi- 
pal thereof, such payment and redemption of said 
bonds to be accomplished in the manner set forth in 
said deed of trust. 

In case an event of default, as defined in said 
mortgage or deed of trust, shall occur, the principal 
of all of said bonds including this, secured thereby 
then outstanding may become or be declared due 
and payable, in the manner, and with the effect 
provided for in said mortgage or deed of trust. 

This bond shall pass by delivery unless registered 
in the name of the holder on the books of the 
Trustee, such registry to be in the manner and 
under the conditions specified in said mortgage or 
deed of trust. The registration of this bond shall not 
affect the negotiability of the coupons which shall 
continue to be payable to bearer and transferable by 
delivery. 
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No recourse shall be had for the payment of the 
principal of or interest upon this bond, or any part 
thereof, or for any claim based thereon, or other- 
wise in respect thereof, or on or in respect of said 
mortgage or deed of trust, against any incorporator, 
stockholder, officer, director, or trustee, past, pres- 
ent, or future, of the Company, whether by virtue of 
any constitution, statute, or rule of law, or by en- 
forcement of any assessment or penalty or other- 
wise, all such lability being, by the acceptance 
hereof and as part, of the consideration of the issue 
hereof, expressly released. 

This bond shall not be valid or become obligatory 
for any purpose unless authenticated by the signa- 
ture of Title Insurance and Trust Company, to the 
Trustee’s certificate endorsed hereon. 

In Witness Whereof, Pacific Southwest Realty 
Company has caused this bond to be signed in its 
corporate name by its President or a Vice-Presi- 
dent and its corporate seal to be hereunto affixed, 
and duly attested by its Secretary or Assistant Sec- 
retary, and the coupons for said interest, with the 
engraved or lithographed fac-simile signature of its 
Secretary, to be attached hereto as of the first day 
of July, 1923. 

PACIFIC SOUTHWEST REALTY 
COMPANY, 


Secretary. [96] 
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(Form of Interest Coupon) 
Coupom IN Gye. CR cscscsc 


Oneihe firsimeaya on ...00-. ere J eee , unless 
the bond hereinafter mentioned shall have been 
called for previous redemption, Pacific Southwest 
Realty Company will pay to the bearer of this 
coupon at the office of Title Insurance and Trust 
Company, in the City of Los Angeles, State of 
(Oa: C1) ee IB OUEST Ge eee ) 
in gold coin of the United States of America, being 
six months’ interest then due on its Frst Mortgage 
514% Bond, Series ‘6A’? Noecccccccccco : 


Secretary. [97] 


BSH Miike 


Resolved, that the regular quarterly dividend of 
$1.38714 a share on the 544% Cumulative Preferred 
Serial Stock of this Corporation, amounting to 
$13750, be and the same is hereby declared out of the 
earned surplus of the Corporation, payable July 1, 
1937, to stockholders of record June 22, 1937, and 
that the stock transfer books of the corporation be 
closed from June 22, 1937, to said dividend payment 
date; and that the amount thereof be set aside and 
transferred to ‘‘dividend Declared”’ account. 

[Endorsed]: U. S. B. T. A. Filed at hearing Feb. 
20, 1941. [98] 
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[Title of Board and Cause. ] 


DESIGNATION OF CONTENTS OF 
RECORD OF APPEAL 


To the Clerk of the United States Board of Tax 
Appeals: 


You are hereby requested to prepare, transmit 
and deliver to the Clerk of the United States Cir- 
cuit Court of Appeals for the Ninth Circuit copies, 
duly certified as correct, of the following documents 
and records in the above entitled cause in connection 
with the Petition for Review by the United States 
Circuit Court of Appeals for the Ninth Cirenit here- 
tofore filed by the above named petitioner: 

1. Docket entries. 

2, Pleadings. 

(a) Petition including the notice of defi- 
ciency, and statement and claim and statement 
attached thereto. 

(b) Answer of respondent. 


3. Findings of Fact and Opinion of United 
States Board of Tax Appeals. 

4. Decision of United States Board of Tax 
Appeals. [145] 

5). Petition for Review. 

6. Notice of Filing Petition for Review. 

7. The Statement of Evidence with Exhibits 
called for therein, including Joint Exhibits A-1 and 
B-2. Said Statement of Evidence ineludes as Exhibit 
1 thereto the Stipulation of Facts and Exhibits A 
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to K, inclusive, attached to the Stipulation of Facts. 
8. This designation. 
CLAUDE I. PARKER, 
JOHN B. MILLIKEN, 
BAYLEY KOHLMEIER, 
808 Bank of America Building 
Los Angeles, California. 
Attorneys for Petitioner. 
Of Counsel: . 
L. A. LUCE, 
937 Munsey Building, 
Washington, D. C. 


Service of copy of this Designation of Contents 
of Record on Appeal is hereby admitted this 21st 
day of January, 1942. 

Agreed to. 

J. P. WENCHEL, 
Attorney for Respondent. 


[Endorsed]: U. S. B. 'T. A. Filed Jan. 21, 1942. 
[146] 


[Title of Board and Cause. ] 
CERTIFICATE 
I, B. D. Gamble, clerk of the U. S. Board of Tax 
Appeals, do hereby certify that the foregoing pages, 
1 to 146, inclusive, contain and are a true copy of 


the transcript of record, papers, and proceedings 
on file and of record in my office as called for by 
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the Praecipe in the appeal (or appeals) as above 
numbered and entitled. 

In testimony whereof, I hereunto set my hand 
and affix the seal of the United States Board of 
Tax Appeals, at Washington, in the District of 
Columbia, this 27th day of January, 1942. 

(Seal) B. D. GAMBLE, 

Clerk, 
United States Board of Tax 
Appeals. 


[Endorsed]: No. 10037. United States Cireuit 
Court of Appeals’ for the Ninth Cireuit. Pacific 
Southwest Realty Company, a corporation, Peti- 
tioner, vs. Commissioner of Internal Revenue, Re- 
spondent. Transcript of the Record. Upon Peti- 
tion to Review a Decision of the United States 
Board of Tax Appeals. 

Filed February 2, 1942. 

PAUL P, O’BREERF 
Clerk of the United States Cirenit Court of Appeals 
for the Ninth Cirewt 
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In the United States Circuit Court of Appeals 
for the Ninth Cireuit 


Docket No. 10037 
(B. T. A. Docket No. 102605) 


PACIFIC SOUTHWEST REALTY COMPANY, 
Petitioner, 
vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


STATEMENT OF POINTS TO BE RELIED 
UPON ON APPEAL AND DESIGNATION 
OF PORTION OF RECORD TO BE 
PRINTED. 


Comes now the petitioner above named, by its 
attorneys of record, and complying with the rules of 
this Court states that it intends to rely on appeal 
on all and each of the errors assigned in the Petition 
for Review herein, which Petition for Review is 
included in the transcript herein, and petitioner 
hereby formally adopts the errors assigned in said 
Petition for Review as its Statement of Points to he 
Relied upon on Appeal. 


Petitioner further states that it rehes upon the 
entire record, certified by the Clerk of the United 
States Board of Tax Appeals to this Court and 
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directs that said record, so certified, be printed as 
the record on appeal. 
CLAUDE I. PARKER, 
JOHN B. MILLIKEN, 
BAYLEY KOHLMEIER, 
808 Bank of America Bldg., 
Los Angeles, California 
Counsel for Petitioner. 


[Title of Cireuit Court of Appeals and Cause. | 
AFFIDAVIT OF SERVICE BY MAIL 


State of California 
County of Los Angeles—ss. 


Ruth Alquist, being first duly sworn, says: That 
affiant is a citizen of the United States and a resi- 
dent of the County of Los Angeles; that affiant is 
over the age of eighteen years and it not a party 
to the within above entitled action; that affiant’s 
business address is 808 Bank of America Building, 
Los Angeles, California; that on the 4th day of 
February, 1942 affiant served the within Statement 
of Pomts To Be Relied Upon on Appeal and 
Designation of Portion of Record To Be Printed on 
the Respondent in said action by placing a true 
copy thereof in an envelope addressed to Hon. Guy 
T. Helvering, Commissioner of Internal Revenue, 
Washington, D. C., and by placing a true copy 
thereof in an envelope addressed to J. P. Wenchel, 
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Chief Counsel of the Bureau of Internal Revenue, 
Attorney for Respondent, Washington, D. C., and 
by then sealing said envelopes and depositing the 
same, with postage thereon fully prepaid, in the 
United States Post Office at Los Angeles, California, 
where is located the office of the attorneys for the 
petitioner by and for which said service was made. 

That there is delivery service by United States 
mail at the place so addressed or there is a regular 
communication by mail between the place of mailing 


and the place so addressed. 
RUTH ALQUIST. 

Subseribed and sworn to before me this 4th dav 
of February, 1942. 

(Seal) M. LeSAGE, 
Notary Public in and for the County of Los An- 

geles, State of California. 

[Endorsed]: Filed Feb. 5, 1942. Paul P. O’Brien, 

Clerk. 


